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IN  THE  MATTER  OF  The  Public  Inquiries  Act 
being  Chapter  25$  of  the  Revised  Statutes 
of  Alberta,  1955;  and 

IN  THE  MATTER  OF  an  Inquiry  into  the  ad¬ 
ministration,  management  and  financial 
affairs  of  the  Lethbridge  Central  Feeder fs 
Association  Limited,  and  the  general 
operation  in  respect  to  the  participation 
of  the  members  therein. 
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C.  W.  HENINGER 

Mr.  C.  W.  Heninger  lives  in  Lethbridge,  He  is  a  member 
of  the  Association.  His  membership  ledger  card  is  H  9.  He 
also  has  a  N.A.B,  ledger  card  H  15- 

Mr.  Heninger  said  that  the  Supervisor  Hatch  indicated  to 
him  that  if  Heninger  needed  any  cattle  for  year  end  inventory, 
Hatch  had  them.  (XI  1597)-  Hatch  told  Heninger  to  remember 
that  these  cattle  were  Mehew  cattle  on  the  Mehew  place, 

(XI  1593). 

Mr,  Williams,  the  auditor  of  the  Association,  produced  a 
statement  which  was  marked  A  25-  In  his  evidence  (X  1532-1592) 
Mr.  Williams  traced  the  credits  and  debits  having  to  do  with 
the  year  end  transactions  between  Heninger  and  the  Association, 

The  first  entry  was  made  on  December  17th,  1959  wherein 
Heninger’ s  N.A.B.  account  H15  was  debited  with  $34,936.27- 
The  cattle  trading  account  was  credited  with  the  same  amount. 
The  transaction  was  based  on  an  auction  record  jf  7722.  Mr. 
Williams  said  that  according  to  his  information  this  wasn’t  a 
cattle  purchase. 

However,  this  established  a  cushion  on  which  the  next 
entry  could  be  absorbed,  ^ 

Mr,  Williams  stated  that  on  December  13th,  1959,  Heninger 
paid  into  the  Association  the  sum  of  $34,936,27*  This  was 
credited  to  H15  and  therefore  H15  showed  a  nil  balance  on 
December  31st,  1959- 

Then  on  January  4th,  I960,  two  cheques  were  issued  by  the 
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Association  to  Mr.  Heninger,  one  for  $13,000.00  and  the  other  in 
the  amount  of  $16,986.27.  These  two  cheques  are  debited  to  the 
Cattle  Trading  Account.  Heninger  has  received  his  money  back. 

Then  on  December  31st,  I960,  Mr.  Heninger  again  paid  in 
two  cheques  to  the  Association,  one  for  $17,267.12  and  the  other 
for  $13,582.33.  It  will  be  remembered  that  both  of  these  cheques 
were  credited  to  two  accounts  of  Horace  A.  Jones. 

Then  on  January  5th,  1961,  both  amounts  were  returned  to 
Heninger  by  cheques  of  similar  amounts. 

On  December  9th,  1961  journal  entry  207  was  made  based  on 
an  invoice  with  regard  to  162,661  pounds  at  24.75  for  163  head. 
This  invoice  was  in  the  handwriting  of  Mr.  Hatch.  Williams 
said  that  he  believed  it  was  not  represented  by  cattle ,  As  a 
result  of  the  entry, 

$21,337*84  is  credited  to  E.  Bishop  and  son, 

$  6,256.90  is  credited  to  Ray  Nelson, 

$12,663.87  is  credited  to  Ray  Nelson  &  Meats  Inc., 

$30,407.62  is  debited  to  C.  W.  Heninger  N.A.B.  H15, 

$  9,850.99  is  debited  to  E.  S.  Heninger  N.A.B,  H16 . 

The  result  was  that  debit  balances  to  the  amount  of 
$40,268.61  were  erased  from  the  three  first  mentioned  accounts. 
Then  on  December  27th,  1961,  C.  W.  Heninger  paid,  in  $30,407.62 
to  the  Association  which  was  credited  to  H15  and  E.  S.  Heninger 
paid  in  $9,791*13  which  was  credited  to  H16.  The  result  was 
that  both  C.  W.  Heninger  H15  and.  E.  S.  Heninger  H16  had  nil 
balances  in  their  ledger  accounts  but  the  Association  really 
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owed  them  $40,265.21. 

On  January  5th,  1962  cheques  were  issued  by  the  Association 
in  the  amounts  of  $9,791.13  and  $20,616.49  and  made  payable  to 
Mr.  Heninger .  These  cheques  were  charged  to  the  cattle  trading 
account . 

On  December  31st,  1962  Heninger  paid  $65,000.00  to  the 
Association.  $45,000.00  of  this  amount  was  credited  to  H15 
and  $20,000.00  was  credited  to  H9.  There  was  therefore  a 
credit  of  $45,000.00  in  the  N.A.B.  account  H15  on  December  31st, 
1962.  But  before  nightfall  it  was  erased  by  journal  entry  352 
folio  J29  in  which  Heninger  was  debited  with  $45,000.00  and 
cattle  trading  account  was  credited  with  $45,000.00.  The  year 
end  balance  in  N.A.B.  H15  was  nil. 

On  January  2nd,  1963,  Mr.  Heninger  received  his  money  back 
by  way  of  a  cheque  in  the  amount  of  $45,000.00  which  was  charged 
to  N.A.B.  H'15  and  $20,000.00  which  was  charged  to  his  member ?s 
account  H9. 

On  December  31st,  1963  Mr.  Heninger  paid  into  the  Associ¬ 
ation  the  sum  of  $73,730.51. 

An  item  of  interest  in  the  amount  of  $2,512.50  was  debited 
to  N.A.B.  H15  on  December  31st,  1963  so  this  meant  that  there 
was  a  debit  of  $47,312.50  in  this  account.  Therefore  $47,312.50 
of  the  $73,730.51  was  credited  to  N.A.B.  H15  on  December  31st, 
1963  leaving  it  with  a  nil  balance  over  the  year  end. 

$19,597.92  was  credited  to  the  cattle  trading  account. 

Then  in  January  1964,  the  $73,730.71  was  paid  back  to 
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Mr.  Heninger  by  way  of  cheques  No.  5$47  an^  5^4B.  The  result 
was  that  throughout  the  years  a  concealed  loss  had  been  built 
up  in  this  account  and  in  the  cattle  trading  account.  These 
losses  were  written  off  by  the  auditor  in  his  statement  for 
the  year  1963 . 


^  is  ^  .o  psi  o  J.o  raw  ;d  ie>.  t  9*  .  t;: 


d  '330.  oelfiaono  '  g.rtE9v  >rtd  dj  orh>;/0'i.' }  J  d  e,  . 


-  .  ...  ...  .. J  i  -i  ^.'U  )00  -  '  -  d 


-  164  - 


NOEL  BRANDLEY 


Noel  Brandley  owned  a  ranch  near  Monarch,  Alberta  until 
the  23rd  day  of  April,  1964.  The  ranch  consisted  of  2,650  acres 
which  stretched  back  from  the  confluence  of  the  Old  Man  River 
and  the  Belly  River.  The  ranch  has  about  eight  miles  of  river 
front.  About  1,600  acres  are  under  cultivation  and  are  irriga¬ 
ted  by  a  pumping  system  which  draws  water  from  the  river.  The 
ranch  is  geared  to  a  cattle  operation. 

Mr.  Brandley  joined  the  Association  prior  to  1950.  His 
main  membership  ledger  card  was  B  6. 

In  the  spring  of  1953  Mr.  Brandley  was  indebted  to  the 
Association  in  an  amount  of  about  $9,000.00  after  all  the 
cattle  belonging  to  the  Association  and  in  his  possession  had 
been  sold.  The  question  of  this  indebtedness  was  considered 
by  the  Board  at  several  meetings  from  May  16th,  1953  to  October 
20th,  1953. 

On  May  16th  it  was  suggested  that  150  head  of  cattle  be 
placed  with  Brandley.  The  Supervisor  was  instructed  to  get 
all  details  including  the  Bank  and  get  a  contract  and  bring  it 
before  the  Board. 

On  June  16th  the  President  and  the  Supervisor  reported  to 
the  Board.  The  Supervisor  reported  that  everything  must  be 
tied,  up  on  the  account  including  permission  from  the  Bank  and 
the  contract  on  the  cattle  before  any  cattle  purchased  for  the 
account . 

On  August  13th  there  was  a  motion  that  the  matter  be  pro- 
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ceeded  with  on  basis  of  Brandley  putting  up  l/3  of  money  to 
2/3  of  the  bank  money  and  the  cattle  be  contracted  to  Armour 
rail  grade  on  price  set  as  soon  as  the  cattle  are  in. 

On  September  22nd  the  Board  was  advised  that  the  Brandley 
account  was  not  approved  by  the  Calgary  office  of  Royal  but 
favourable  reception  by  local  manager. 

In  the  meantime  it  would  appear  from  entries  in  the  ledger 
card  that  the  Supervisor  had  placed  with  Brandley,  between  Sept¬ 
ember  2nd  and  September  17th,  114  steers  at  a  cost  of  $23,323*23. 
It  is  difficult  to  know  for  sure  whether  the  Board  knew  this  had 
been  done  but  it  appears  certain  that  the  bank  officials  did  not 
know . 

On  October  20th  the  Board  was  advised  that  the  transaction 
with  the  bank  in  regard  to  the  Brandley  account  had  bogged  down. 
"On  motion  by  Dave  Keeler  seconded  by  Edwin  Reynolds  that 
we  accept  the  report  that  Brandley  is  feeding  his  own  third 
of  the  cattle  and  will  pay  out  our  account  from  the  proceeds 
of  that.  Carried." 

Unfortunately  for  the  Association  this  feeding  transaction 
succeeded  very  well.  Brandley  paid  off  his  debt  to  the  Associa¬ 
tion  and  on  January  21st,  1959  he  received  a  cheque  from  the 
Association  in  the  amount  of  $5,134*35  to  balance  his  account. 

In  four  months  he  had  made  a  gross  gain  in  excess  of  $14,000.00 
on  an  investment  by  the  Association  of  $23,323*23* 

The  seed  was  planted  in  the  minds  of  the  Board  members  that 
perhaps  they  knew  more  about  financing  the  feeding  of  cattle  than 
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bank  officials  and  this  was  to  be  borne  out  in  a  statement  made 
in  1961. 

Mr.  Brandley  did  not  use  the  credit  facilities  of  the 
Association  in  the  year  1959  and  there  is  no  record  that  he 
had  any  cattle  belonging  to  the  Association  on  feed  until  Dec¬ 
ember  of  that  year. 

However,  for  some  reason  or  other  the  Supervisor  gave  a 
cheque  for  $5,000.00  to  Mr.  Brandley  on  October  30th,  1959.  The 
cheque  was  marked  "in  payment  of  settlement".  There  is  no  explan¬ 
ation  of  what  the  settlement  was  for.  The  Association  did  not 
owe  Brandley  any  money.  After  cheque  was  issued  Brandley  owed 
the  Association  $5,006.24*  On  November  13th,  1959  he  received 
another  cheque  for  $5,000.00. 

It  will  be  remembered  that  Brandley’s  ranch  covered  2,550 
acres.  Brandley  needed  a  great  many  cattle  if  he  was  to  make 
the  ranch  pay.  It  would  appear  that  it  was  about  this  time  that 
he  commenced  feeding  under  contracts  and  arrangements  with  firms 
in  addition  to  the  Association.  I  note  that  in  December  1958, 
the  Association  issued  two  cheques  to  Weiller  and  Williams  for  a 
total  of  $22,604.19,  and  one  to  J.  A.  Wilcox  for  $6,017*53. 

There  are  no  entries  in  the  livestock  columns  of  the  ledger  card 
to  show  that  the  Association  acquired  any  interest  or  title  to 
the  cattle  covered  by  these  cheques. 

By  the  month  of  April  1962  Brandley  had  a  debit  in  his 
ledger  card  of  $22,728.07.  He  gave  a  statement  to  the  Canadian 
Imperial  Bank  of  Commerce  on  that  date. 
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The  statement  was  presented  as  an  Exhibit  and  marked  F  9d . 
It  may  be  summarized  as  follows: 

Brandley  said  he  had  in  his  possession  the  following  cattle 


$40,500.00  on 
$22,134.00  so 

$13,366 .00 

$94,500.00 
$35,000.00 
$59, 500.00 
$105,560.00 


225  yearling  steers  worth 
which  he  owed  the  Association 
that  he  had  an  equity  in  these 
steers  of 

550  yearling  steers  on  contract 
from  Weiller  and  Williams  worth 
on  which  he  owed 
so  that  his  equity  was 
556  cattle  value  at 
on  which  he  owed  the  Bank  a  substantial  amount  of  money. 

In  the  month  of  April  1962,  Brandley  was  feeding  steers 
belonging  to  the  Association,  Weiller  and  Williams  and  steers 
financed  by  the  Bank  under  Section  33  security. 

Mr. Brandley  had  been  a  customer  of  the  Bank  of  Nova  Scotia 
for  many  years.  He  transferred  his  account  to  the  Imperial 
Bank  and  the  Canadian  Imperial  Bank  of  Commerce  took  over  the 
account  on  amalgamation  of  the  two  banks.  Brandley  was  indebted 
to  the  Bank  in  the  amount  of  $120,000.00.  (IX  13 00).  Brandley 
said  that  he  had  1,700  head  of  cattle  on  hand  in  the  fall  of 
1961 ;  that  he  was  ill  during  the  winter  of  1961-1962;  that  many 
cattle  died  during  the  winter;  but  he  could  not  explain  the 
total  loss  of  cattle  nor  why  he  signed  Exhibit  F  9d  on  April 
4th,  1962. 
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On  April  13th,  1962  all  cattle  were  removed  from  the  pos¬ 
session  of  Brandley. 

103  steers  were  sold  for  the  account  of  the  Association 
for  a  net  price  of  $11,232.03.  175  steers  were  sold  for  the 

account  of  the  bank  for  a  net  price  of  $21,902.60.  Counsel 
for  the  Bank  suggested  that  there  were  140  head  of  cattle  belong¬ 
ing  to  Weiller  and  Williams  which  were  sold.  As  a  result  Brandley 
gave  a  mortgage  on  his  ranch  to  the  Bank  and  Weiller  and  Williams 
jointly  in  the  amount  of  $156,022.91. 

No  security  was  taken  by  the  Association  to  protect  its 
indebtedness . 

Then  a  very  strange  series  of  bookkeeping  entries  were  made. 
One  would  think  that  the  amount  of  $11,232.05  would  have  been 
credited  to  Brandley’s  ledger  account  B6  on  April  13th,  1962. 
Instead  of  that  a  new  ledger  account  B130  was  opened  called 
"Noel  Brandley  Liquidation  Account tT.  This  account  was  opened  on 
April  19th,  1962.  The  first  entry  is  a  journal  debit  of  $5,197*44. 
In  an  examination  of  the  Journal  entries  for  that  date,  I  found 
that  two  accounts,  one  of  $1,933.35  and  another  of  $3,253.59  had 
been  credited  and  this  Liquidation  Account  had  been  debited  with 
the  total  of  $5,197*44.  The  sum  of  $11,232.05  being  the  proceeds 
of  the  sale  of  103  steers  was  credited  and  this  left  a  credit  of 
$6,034.61.  For  some  unknown  reason  this  amount  was  left  in  this 
account  until  October  4th,  1962  when  this  entry  appears  - 
"Transfer  from  N.A.B.  J  23  $6,034.61,"  and  the  amount  was 

transferred  to  the  main  ledger  account  B  6.  In  a  casual  exam¬ 
ination  of  this  main  ledger  card  B6,  it  would  take  a  person  with 
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a  very  keen  perception  to  realize  that  the  sale  of  103  steers 
on  April  13th,  1962  for  $11,232.05  resulted  in  a  credit  item  of 
$6,034.61  on  October  4th,  1962.  Why  this  hankey-pankey? 

In  the  meantime  on  April  19th,  1962  a  letter  was  written 
to  Mr.  Bradstock,  the  Manager  of  the  Canadian  Imperial  Bank  of 
Commerce.  The  letter  was  signed  by  Mr.  Hatch  as  Supervisor  and 
by  Mr.  Houlton  as  President  of  the  Association.  The  letter  was 
written  in  reply  to  a  request  by  Mr.  Bradstock  for  a  report  on 
the  Brandley  account  and  the  assurance  that  the  condition  exist¬ 
ing  in  it  was  not  present  anywhere  else  in  the  Association. 

Rather  than  endeavour  to  condense  the  contents  of  the  letter 
I  have  included  a  copy  in  the  appendix. 

I  note  that  Mr.  Hatch  and  Mr.  Houlton  stated  that: 

(1)  There  is  very  little  protection  against  deceit, 

(2)  they  have  been  deceived  only  three  times  in  25  years  in 
the  same  manner, 

(3 )  one  weakness  was  that  three  financing  groups  were  backing 
one  herd  of  cattle, 

(4)  ordinarily  the  Association  will  not  participate  in  an 
enterprise  of  this  kind  unless  the  other  cattle  are  owned 
outright  by  the  feeder, 

(5)  in  this  case,  the  bank  itself  was  one  of  the  backers  and 
the  other  was  one  of  the  best  operated  livestock  firms  in 
Canada, 

(6)  The  Association  is  feeding  in  this  manner  in  only  one  other 
feedlot  and  this  party  is  inspected  by  our  fieldmen  every 
thirty  days, 
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(7)  Brandley  sold  Association  cattle  by  having  the  brand 
inspector  go  directly  to  his  farm.  The  cattle  were 
shipped  to  markets  other  than  Lethbridge.  The  proceeds 
went  to  Weiller  and  Williams  and  Brandley  drew  advances 
from  that  firm. 

(3)  Advances  were  made  to  Brandley  on  his  own  cattle. 

(9)  In  November  (1961)  Hatch  made  an  overall  count  and  a  spot 
check  on  the  brands.  Brandley  apparently  only  branded 
enough  cattle  to  carry  out  a  deception  on  the  Association. 

(10)  The  principle  of  giving  members  advances  on  their  own 
cattle  must  be  defended. 

(11)  103  cattle  have  been  gathered  and  will  be  placed  on 
pasture  to  grow  the  account  out. 

In  view  of  the  contents  of  this  letter,  one  would  expect 
that  Hatch  would  have  been  extra  careful  in  his  dealings  with 
Brandley  from  that  date  on. 

On  April  19th,  1962  the  debit  in  BrandleyTs  account  was 
$22,723.07.  If  the  $6,034.61  which  was  eventually  credited  on 
October  4th,  1962  had  been  credited  on  April  19th,  1962  (as 
should  have  been  done)  Brandley fs  debit  would  have  been 
$16,633.46.  Two  years  later  Brandley  owed  the  Association 
$73,914.30. 

Between  August  31st,  1962  and  October  22nd,  1962,  the 
Supervisor  placed  24  cows,  91  heifers  and  165  steers  with 
Brandley  at  a  cost  of  $46,131.12. 

According  to  Brandley  some  of  these  cattle  were  delivered 
on  a  feeding  contract  with  Canadian  Dressed  Meats.  He  said 
that  there  was  some  delay  in  the  matter;  that  the  Supervisor 
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purchased  the  animals  with  Association  funds  and  then  collected 
from  Canadian  Dressed  Meats  at  a  later  date. 

The  transactions  are  shown  in  the  ledger  card  and  in  the 
vouchers  as  follows: 


Net  Weight  Total  Price 


Sept.  14,  1962  Bought  from  Weiller 

&  Williams  3$  steers  31,690  lbs. 


$  6,553.65 


Sept.  17,  1962  Bought  from  Wilier 

&  Williams  33  steers  27, 350. lbs  5,624*32 

Oct.  22,  1962  Bought  from  Weiller 

&  Williams  3&  steers  30,550  lbs  6 , 301  *  &6 


109  steers 


$18,479.83 


November  5,  1962  Shipped  to  Canadian  Dressed  Meats 

Net  Weight 

3$  steers  34,350  $  7,0£6.40 

3$  steers  35,490  7,339*33 

33  steers  30,650  6.301*64 

$20,727.37 

It  would  appear  that  Brandley  is  correct  in  his  statement 
inasmuch  as  no  commission  was  charged  on  the  presumed  sale  to 
Canadian  Dressed  Meats.  Also  the  increase  in  weights  seem  to 
be  arbitrary  figures.  Both  groups  of  3$  steers  increased  by 
3 , S00  pounds  each  although  one  group  had  been  on  hand  for 
52  days  and  the  other  for  only  13  days.  Indeed  if  any  attention 
is  paid  to  the  weights,  the  group  taken  in  on  October  22nd,  had 
a  phenomenal  g$£ain  of  over  ten  pounds  per  day. 

Between  August  31st,  1962  and  December  31st,  1962  the 
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following  items  were  charged  to  the  Brandley  ledger  card. 


Advances 


October  3,  1962 
October  23 


$1,000.00 

1,000.00 


December  3 


5,000.00 

5,000.00 


December  19 


December  7  cheque  to  Holding  fbns  5,000.00 


Interest 


1,419.95 

215.55 

$21,635.50 


Supplies 


The  cheque  dated  December  7th  payable  to  the  Holding  Pens  in 
the  amount  of  $5,000.00  will  be  considered  later  in  this  report. 

In  addition  to  the  109  steers  transferred  to  Canadian 
Dressed  Meats  on  November  5,  1962  at  a  net  of  $20,727.37,  2 
steers,  31  heifers  and  22  cows  were  sold  for  a  net  of 
$$,991.52  between  November  15th,  1962  and  December  27th,  1962. 
Roughly  it  was  presumed  that  Brandley  still  had  on  hand  on 
December  31st,  1962: 

2  cows,  60  heifers  and  54  steers 


with  a  debit  of 


plus  the  old  indebtedness  of 


$38,057.73 

16,837.37 


plus  the  appearance  on  December 
31st,  1962  of  a  transfer  of  a  de¬ 


bit  from  E.W.  Hinman  J29  of 


or  a  total  debit  of 


7.767.99 

$62,952.96 


Between  January  1st,  1963  and  July  10th,  1963  the  follow- 
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ing  receipts  came  into  the  ledger  account  B6  of  Brandley: 


Sale  of  57 

steers,  55  heifers  and  2  cows 

$23,335.09 

January  31, 

1962  From  Jim  Thompson-Advance 

5,387-50 

May  26 

From  Jim  Thompson 

11,742.50 

March  25 

From  Canadian  Dressed  Meats 

4,000.00 

June  7 

Cash 

1, 500.00 

From  Jim  Thompson 

13 . 10 

$45,978.19 

Debits  in  the  account  during  the  same  period  were: 
Advances  $33,070.00 

Interest  2,235.47 

Supplies,  etc.  373*29 

Membership  104 . 00 

$40,332.76 


This  meant  that  Brandley  reduced  his  indebtedness  to  the 
Association  during  this  six  month  period  by  $5,132.33. 

On  July  15th,  1963  Brandley  owed  the  Association  $53,134-57 
and  had  in  his  possession  (so  far  as  the  ledger  showed)  3 
heifers  taken  into  possession  by  him  on  May  27th,  1963 . 

Again,  if  only  the  ledger  is  looked  at,  Brandley ?s 
indebtedness  grew  from  $16,337*37  to  $53,134.57,  an  increase 
of  $41,347.20  when  he  was  feeding  24  cows,  91  heifers  and  163 
steers  which  originally  cost  $46,131.12. 

But  Brandley  said,  that  he  was  feeding  a  great  many  more 
cattle  than  that. 

The  records  show  that  the  money  received  from  Thompson  was 
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derived  from  wintering  531  calves  at  $30.00  each.  Brandley 
said  that  he  fed  at  least  another  500  head  under  a  contract 
with  Canadian  Dressed  Meats.  He  said  that  Hatch  arranged  these 
contracts.  He  told  Hatch  that  he  could  not  carry  out  these 
contracts  unless  Hatch  advanced  him  money.  (IX  1326). 

At  this  point  it  is  difficult  to  continue  a  narrative 
because  the  supervisor  opened  another  ledger  account  in  the 
name  of  Brandley.  This  was  known  as  B06. 

On  July  10th,  1963,  143  heifers  and  1  steer  was  charged 
to  Brandley  at  a  total  cost  of  $22,391.63.  The  heifers  averaged 
693  lbs.  They  were  transferred  from  the  account  of  Morris 
Bullock.  These  cattle  were  debited  in  the  new  ledger  account 
B06 .  On  August  13th,  1963  another  54  heifers  at  a  cost  of 
$7,669-90  were  charged  to  this  account.  They  averaged  594 
lbs.  each. 

There  are  only  two  selling  transactions  entered  in  this 
ledger  card,  viz: 

27  heifers  to  Canada  Packers  on 

August  13th,  1963  averaging  332  lbs. 

each  for  a  net  of  $5,230.35 

26  heifers  to  Canada  Packers  on 

December  31st,  1963  averaging 

330  lbs.  each  for  a  net  of  $4,175-23 

But  there  were  many  interesting  cheques  charged  to  this  account, 
including : 

Advances  to  Brandley: 

October  25,  1963  $1,000.00 

November  15,  1963  1,500.00 

December  2,  1963  1,000.00  deposited  by  Farm  Electric  Services  ltd. 
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December  27,  1963  $  500.00 

January  22,  1964  750.00 

Payable  to  Third  Parties: 
November  25,  1963  $  500.00 

December  2,  1963  1,000.00 

December  31,  1963  2,536.07 


March  3,  1964 


March  12,  1964 


464.65 


650.00 


Cashed  for  cash  2/50-20/20 
Cashed  for  cash  4/100-17/20-1/10 

Rural  Electric  Services  Ltd. 

Holding  Pens  (Replacing  Holding  Pen 
Cheque  # 1714  payable  to  Brandley). 

Ellison  Milling  &  Elevator  Co . 

In  Payment  of  a  judgment 

Virtue,  Russell  &  Morgan  -  in  pay¬ 
ment  of  a  judgment  in  favour  of 
Canadian  Propane 

Martin  Hoyt  -  to  apply  on  a  judge¬ 
ment  in  favour  of  Canadian  Sugar 
Factories  Ltd. 


On  December  31st,  1963  a  transfer  of  the  figure  $7,000.00 
was  made  from  B6  to  B06,  crediting  B06. 

As  a  result  of  all  these  transactions,  after  adding  interest 
month  by  month,  the  account  B06  ends  with  a  debit  of  $25,943.60 
on  September  15th,  1964 . 

What  happened  to  the  remainder  of  the  197  cattle  charged 
to  this  account  in  July  and  August  of  1963? 

Let  us  return  to  ledger  account  B6 .  The  following  sales 
of  cattle  were  entered  in  this  account: 


October  22,  1963 
January  3 ,  1964 
29,  1964 

29 

March  10 
17 


26  heifers  for  a  net  of 

40  heifers  for  a  net  of 

9  heifers-2  steers  for 
a  net  of 

31  heifers  for  a  net  of 
1  heifer  for  a  net  of 


1  steer  for  a  net  of 


$4,598.66 

7,140.00 

1,627.58 

4,651.25 

112.05 

216.00 


17 


1  steer  for  a  net  of 


190.75 


$ 
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17  3  heifers  for  a  net  of  747*36 

In  addition  Brandley  was  credited  with  the  following  amounts  on 
his  feeding  contract  with  National  Beef : 

December  30,  1963  $  3,312.27 

March  31,  1964  3,136.22 

$  6,493.49 

These  settlements  were  made  on  the  basis  of 

outgoing  weights  on  341  head  -  3  died  362,010  lbs. 

ingoing  weights  on  346  head  323, 63$  lbs. 

Total  Gain  33,323  lbs. 

The  gain  was  paid  for  on  a  basis  of  21  cents  a  pound.  Part  of 
the  settlement  was  made  on  December  30th,  1963  and  the  balance 
on  March  31st,  1964. 

In  addition  an  item  of  $13,731.19  received  from  Canadian 
Dressed  Meats  was  credited  to  Brandleyfs  account  on  December 
31st,  1964.  However,  it  was  considered  that  an  error  had  been 
made  and  that  this  credit  did  not  belong  to  Brandley.  Appar¬ 
ently  the  money  was  paid  out  to  National  Beef  under  item 
63294  on  May  1st,  1964  and  the  amount  of  the  cheque  was 
$13,603.92. 

During  the  period  July  23th,  1963  to  March  13th,  1964 
Brandley  received  11  cheques  from  the  Association  covering 
advances  in  the  total  amount  of  $3,330.00.  Four  of  these 
cheques  totalling  $2,300.00  shows  that  when  they  were  cashed, 
Brandley  received  the  proceeds  in  cash. 

On  January  14th,  1964  cheque  §  3901L  in  favour  of  the 
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Municipal  District  of  Willow  Creek  in  the  amount  of  $1,016.61 
was  charged  to  this  account.  Brandley  said  it  was  paid  on 
account  of  his  ranch  taxes. 

On  March  13th,  1961  a  cheque  in  the  amount  of  $1,100.00 
was  issued  to  Martin  Hoyt  to  apply  on  judgments  held  by  the 
Sugar  Factory  and  Moore’s  Esso  Service  against  Brandley. 

With  the  addition  of  further  items  covering  interest, 
private  reserves  and  supplies,  this  ledger  card  B6  ended  on 
September  15th,  1964  with  a  debit  balance  of  $52,966.20. 

The  total  debit  balances  were: 

B6  $52,966.20 

B06  25.94-g.60 

Total  debit  balance  on  September  15,  1964  73,914. g0 

True  debit  balance  on  April  19,  1962  16,633 .46 

An  increase  in  two  years  of  $62,2gl.34 

The  two  balances  on  December  31,  1963  totalled 
$69,g97«79.  The  amount  reported  to  the  bank  on  that  date  was 
only  one  of  the  balances,  namely  $22,977.15* 

Before  making  further  comments  on  the  following: 

December  7th,  1962  cheque  to  Holding  Pens  $  5,000.00 
December  31,  1962  transfer  of  E.W.  Hinman  debit  $7,  767 . 99 
Cheques  to  Farm  Electric,  Ellison  Milling,  Virtue, 

Russell,  &  Morgan,  Martin  Hoyt,  M.D.  Of  Willow 
Creek,  and  in  fact  the  whole  debit,  it  will  be  necessary  to 
consider  the  financial  arrangements  between  Noel  Brandley  and 
E.  W.  Hinman. 
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E.  W.  HI MM AN . 

A  discussion  of  the  involvenoit  of  Mr.  Hinman  in  the 
affairs  of  the  Association  requires  a  consideration  of  the 
following  debits: 

(I)  Final  debit  of  Noel  Brandley  on 

ledger  accounts  B6  and  B06  $78,924*80 

(II)  Loss  incurred  by  the  Association  on  a 
verbal  agreement  between  Hatch,  Hinman 
and  Brandley  in  feeding  of  397  calves 

on  a  16  cent  gain  basis  in  excess  of  $20,000.00 

(Hl)Debit  in  ledger  card  of  E.  W.  Hinman  H  $33 , 256. 57 
(IV)  Debit  in  ledger  card  of  Hin  Hat  Som  Ranch  $43 , 944 -43 
Mr.  Hinman  is  a  member  of  the  Legislative  Assembly  of 
Alberta.  He  was  Minister  of  Municipal  Affairs  in  the  Government 
of  the  Province  of  Alberta  in  1934  and  was  Provincial  Treasurer 
from  1933  to  1964.  Mr.  Hinman  has  a  number  of  business  interests 
including  ranches  and  a  farm  near  Glenwood,  Alberta. 

He  entered  into  a  partnership  arrangement  with  Kirkwall  and 
Stockie  in  1952  and  the  partnership  became  a  member  of  the 
Association.  Mr.  Hinman  did  not  remember  any  transactions  of 
this  partnership  with  the  Association  taking  place  after  the 
spring  of  1953 •  There  was  some  evidence  that  the  ledger  cards 
of  this  partnership  were  used  after  that  time.(X  1449-1452). 

Then  ledger  card  H113  in  the  name  of  E.  W.  Hinman  opened 
on  December  29th,  1956  with  a  debit  showing  a  cheque  to  Mr. 

Hinman  in  the  amount  of  $5,000.00.  This  was  repaid  on  January 
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17th, 1957 . 

On  July  31st,  1957  there  is  a  journal  entry  entered  in  the 
journal  as  follows: 

Dr  E.  W.  Hinman  H  113  5,000.00 

Cr  Central  C  68  5,000.00 

Deposit  on  steers . 

This  was  entered  in  the  ledger  as: 

July  31  Journal  J232  5,000.00 

This  was  repaid  on  December  9th,  1957  with 

an  entry  354  5,000.00 

It  would  appear  that  Mr.  Hinman  had  the  use  of  the  first  $5,000.00 
for  a  few  days  and  the  use  of  the  second  $5,000.00  for  over  four 
months  without  interest.  There  may  be  some  other  explanation  for 
this.  It  may  also  be  considered  of  small  moment  but  it  must  be 
remembered  that  the  Association  paid  interest  to  the  Bank  the 
moment  one  of  its  cheques  was  cashed. 

Mr.  Hinman  stated  that  during  this  time  his  ranching  affairs  wer 
in  the  hands  of  Mr .  D.  J.  Leighton. 

The  next  entry  in  the  ledger  card  H113  concerned  the  beginning 
(so  far  as  the  Association  was  concerned)  of  the  association 
between  Mr.  Hinman  and  Mr.  Noel  Brandley. 

(1)  E.  W.  Hinman  and.  Noel  Brandley: 

Mr.  Hinman  and  Mr.  Brandley  have  known  each  other  from  child¬ 
hood  and  have  been  friends  for  many  years. 

It  will  be  remembered  that  the  Association  and  the  Bank  and 
Weiller  and  Williams  removed  all  cattle  from  Brandley ?s  premises 
on  April  l$th,  1962  and  sold  them.  Mr.  Brandley  was  in  the 
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hospital  for  some  time.  After  he  came  out  of  the  hospital  he 
asked  the  Supervisor  for  help.  Hatch  told  him  he  could  not 
lend  him  any  money  but  he  would  lend  it  to  Mr.  Hinman.  On 
May  17th,  1962  Hatch  sent  an  Association  cheque  to  Mr.  Hinman 
in  the  amount  of  $10,000.00.  This  cheque  was  deposited  in 
Mr.  Hinman* s  account  in  The  Toronto  Dominion  Bank  in  Edmonton. 
On  May  17th,  1962  Mr.  Hinman  issued  his  cheque  in  favour  of 
Brandley  in  the  amount  of  $10,000.00  and  this  was  deposited 
by  Brandley  in  his  bank  account  on  May  l£th,  1962. 

The  voucher  on  which  the  Association  cheque  was  issued 
reads : 

"Deposit  on  700  tons  Hay  @  $15.00  $10,000.00 

members  E.  W.  Hinman  Deposit". 

Mr.  Hinman  stated  that  he  had  no  Association  cattle  in 
his  possession  at  the  time  -  He  said  this  was  a  loan  against 
the  security  of  land  as  far  as  he  knew.  (IX  133&).  Mr.  Hinman 
deposited  some  titles  to  land  with  the  Association  at  the 
time.  (IX  1277).  According  to  Mr.  Hinman,  Hatch  said  he  would 
purchase  hay  and  feed  from  Brandley  and  the  loan  would  be  paid 
in  that  way.  (IX  1339) 

On  July  31st,  1962  a  credit  of  $650.00  was  entered  in 
Mr.  Hinman* s  account.  This  was  based  on  a  Holding  Pen  trans¬ 
action.  Holding  Pen  records  showed  that  the  Holding  Pen  pur¬ 
chased  50  tons  of  hay  from  Brandley  @  $26.00  a  ton  or  for 
$1,300.00. 

Although  the  voucher  on  May  17th,  1962  might  be  read  to 
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mean  that  the  price  of  hay  was  to  be  $15.00  a  ton  and  although 
it  was  Hinman17  s  understanding  that  when  Brandley  delivered  hay,  the 
loan  was  to  be  credited  with  the  price,  it  appears  that  all  this 
was  to  be  forgotten  about. 

As  was  noted  above  only  $650.00  of  the  $1,300.00  was 
credited  on  the  Hinman  loan.  Brandley  received  the  remaining 
$650.00  by  cheque  §  436  issued  on  the  same  day,  July  31st,  1962. 

And  in  fact  Brandley  had  already  received  a  cheque  for  hay 
on  July  20th,  1962  being  cheque  #  405  in  the  amount  of  $1,900.00. 

The  loan  was  credited  with  $1,900.00  on  August  20th,  by 
cheque  #  440  issued  by  the  Holding  Pen  in  favour  of  Lethbridge 
Central  Feeders  and  credited  by  the  Association  to  the  Hinman 
loan.  But  this  was  the  last  credit  to  the  loan  on  the  hay  deal. 

On  September  12th,  1962  Brandley  received  two  cheques  from  the 
Holding  Pen  #  616  and  #  617  in  the  amounts  of  $2,000.00  and 
$3,000.00. 

If  the  reader  will  bring  his  memory  back  to  the  list  of 

advances  made  by  the  Association  to  Brandley  between  August  31st, 

1962  and  December  31st,  1962  he  will  recall  a  cheque  issued  by 

for  five  thousand  dollars 

the  Association  on  December  7th,  1962/in  favour  of  the  Holding 
Pens  and  debited  to  Brandley ?s  ledger  card  B  6. 

Then  on  December  31st,  1962  by  Journal  Entry  J  29  there  was 
a  transfer  from  the  Hinman  ledger  account  to  the  Brandley  ledger 
account  of  $7,767-99.  Journal  voucher  §  351  on  which  this  trans¬ 
fer  was  made  merely  read: 

"December  31,  1962  Dr  Noel  Brandley  7,767*99 

Cr  E.  W.  Hinman  7,767.99 

(transfer ) 
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Like  all  other  similar  vouchers  used  in  this  bookkeeping 
system  throughout  the  years ,  there  is  no  signature  on  it  author¬ 
izing  its  issue,  there  are  no  signatures  by  either  Hinman  or 
Brandley  authorizing  the  transfer;  there  is  no  explanation  of 
why  the  transfer  is  made  nor  how  the  amount  is  arrived  at. 

What  a  travesty  on  bookkeeping  and  accounting  procedures.  Here 
is  $7,500.00  of  a  loan  being  transferred  from  a  debtor  who  is 

financially  able  to  pay  to  a  debtor  who  is  not  and  to  whom  the 

\ 

loan  was  refused  in  the  first  place. 

And  remember  the  loan,  the  arrangement  and  the  transfer 
were  all  made  without  the  knowledge  of  the  members  of  the  Board 
of  Directors  or  of  the  officials  of  the  Bank  (whose  money  was 
being  used . ) 

Mr.  Hinman  thought  that  Brandley  had  delivered  hay  to  the 
value  of  the  loan.  He  wanted  his  titles  back.  He  received  them 
back  six  or  seven  weeks  after  December  31st,  1962.  (IX  1345- 
1347). 

According  to  Brandley  he  did  deliver  some  hay  and  did 
receive  some  money  on  it.  Then  when  Hatch  delivered  200  head 
of  association  cattle,  450  head  of  Central  Dressed  Meats  cattle 
and  600  head  of  Thompson  cattle  to  Brandley  to  feed,  Hatch  agreed 
to  finance  the  feeding  of  these  cattle.  According  to  Brandley, 
part  of  this  feed  that  Hatch  agreed  to  finance  was  the  feed  on 
the  Brandley  farm.  Therefore  if  this  feed  was  to  be  fed  to  all 
these  cattle  and  as  it  was  in  fact  Hinman ?s  feed  to  the  extent 
of  $10,000.00  because  Hinman  had  entered  the  deal  and  became 
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responsible  for  the  $10, 000.00  because  of  the  promise  of  Brandley 
to  deliver  and  Hatch  to  take  delivery  of,  hay  to  the  value  of 
$10,000.00;  then  if  this  hay  was  to  be  fed  on  Brandley’s  farm 
to  cattle  placed  there  by  Hatch,  then  Hinman  should  be  relieved 
of  his  liability  and  the  balance  of  the  $10,000.00  transferred 
from  Hinman^s  ledger  card  to  Brandley fs  ledger  card  and  accord¬ 
ingly  the  balance  being  $7,450.00  plus  interest,  in  total 
$7,767.99  was  transferred  on  December  31st,  1962.  (IX  1279- 
1280) . 

The  following  is  a  synopsis  of  the  evidence  of  Mr.  Brandley 
covering  events  leading  up  to  a  Bill  of  Sale  dated  October  3rd, 
1963  in  which  he  sold  to  Mr.  Hinman  the  following  feed:  Hay 
$9,800.00,  sileage,  $4,000.00,  barley  $8,400.00,  oats  $3,000.00, 
straw  $1,500.00,  at  a  total  price  of  $26,700.00. 

Mr.  Brandley  said  that  in  the  spring  of  1963  he  was  in  such 
financial  troubles  thatit  was  impossible  for  him  to  plant  and 
operate  his  farm.  He  asked  Hinman  for  help.  Hinman  gave  him 
$5,000.00  in  May,  $5,000.00  in  June  and  $5,000.00  in  July  and 
two  other  items  to  help  harvest,  the  sum  in  excess  of  $20,000.00. 
He  was  supposed  to  give  Hinman  a  lien  on  the  crop  but  it  was  not 
done . 

On  August  2nd,  1963  Ellison  Milling  and  Elevator  Co.  Ltd. 
caused  a  writ  of  execution  to  be  issued  against  Brandley.  The 
amount  of  this  writ  was  $2,561,70.  The  sheriff  made  a  seizure 
under  this  writ  on  August  9th,  1963 .  All  hay  and  grain  situated 
on  Brandley ffs  ranch  was  seized. 
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On  September  3rd,  1963  Writs  of  Execution  in  the  amounts 
of  $734*39  and  $626.07  were  issued  against  Brandley  on  behalf 
of  Canadian  Sugar  Factories  Limited  and  Moore’s  Esso  Service. 

On  October  6th,  1963  a  Writ  of  Execution  in  the  amount 
of  $346.65  and  costs  was  issued  against  Brandley  on  behalf  of 
Canadian  Propane  Ltd. 

The  Writs  of  Execution  issued  on  behalf  of  Ellison  Milling 
and  Canadian  Propane  were  registered  in  the  Land  Titles  Office 
against  the  land  owned  by  Brandley. 

On  the  3rd  day  of  October,  1963  Brandley  signed  a  Bill  of 
Sale  in  which  for  a  consideration  of  $26,700.00  of  lawful 
money  of  Canada  paid  by  Hinman,  Brandley  sold  to  Hinman  the 
following  hay  and  grain: 

700  Tons  of  Baled  Alfalfa  Hay  (1st  and  2nd 

cutting)  and  Baled  Sweet  Clover  Hay  at  $14.00 

per  ton  $9,300.00 

The  said  Hay  comprises  10  stacks  located  on 

the  following  lands :  6  stacks  of  Baled 

Alfalfa  Hay  on  Sec.  23,  twp .  9,  rge .  23, 

W4th  M.  2  stacks  of  Baled  Sweet  Clover  Hay 
on  NW  J  of  Sec.  33,  Twp.  9,  Rge  23,  W4th  M. 

2  stacks  of  Baled  Alfalfa  Hay  on  the  NEj  of 
Sect.  29,  Twp.  9,  Rge.  23,  W4th  M. 
lOOOtons  of  Si£age  at  $4.00  per  ton.  The  said 
silage  is  located  in  an  open  pit  on  Sec.  29, 

Twp.  9,  Rge.  23,  W4th  M.  4,000.00 
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14,000  bushels  of  Barley  at  600  per  bushel.  The  said 

barley  is  located  in  the  following  wooden  granaries 

all  located  on  Sec.  29 ,  Twp.  9,  Rge .  23?  W4th  M.  $5,400.00 

1  granary  40*  x  20*  x  15* 

1  granary  30*  x  14 f  x  12* 

1  granary  20*  x  20*  x  14*  » 

6,000  bushels  of  Oats  at  300  per  bushel.  The  said 

Oats  is  located  in  one  wooden  granary  the  dim¬ 
ensions  of  12*  x  15*  x  12*  located  on  Section 
29 j  Township  9,  Range  23 ,  W4th  M.  3 , 000.00 

13 , 000  bales  of  straw  at  100  per  bale  located  on 

Sections  25  and  29,  Township  9,  Range  23 ,  W4thM  1, 300 . 00 

$26,700.00 

Mr.  Hinman  took  the  Oath  of  Bona  Fides  in  this  Bill  of  Sale 
on  October  12th,  1963 • 

It  would  appear  to  me  that  this  Bill  of  Sale  was  prepared 
with  care  and  covered  all  the  hay  and  grain  on  Brandley*s  ranch 
even  including  the  straw. 

Mr.  Brandley  stated  the  consideration  of  $26,700.00  set  out 
in  the  Bill  of  Sale  included  an  amount  of  about  $4,300.00  which 
Mr.  Hinman  would  have  to  pay  to  the  creditors  who  had  seized  the 
hay  and  grain.  (IX  1239)* 

On  October  23rd,  1963  the  deputy  sheriff  at  Lethbridge 
interviewed  Brandley  with  reference  to  the  Bill  of  Sale. 

Brandley  told  him  that  both  he  (Brandley)  and  Hinman  understood 
that  the  Writs  would  have  to  be  satisfied.  The  deputy  sheriff 
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said  that  he  understood  that  Hinman  was  going  to  advance  more 
money  within  2  or  3  weeks  and  then  he  and  Brandley  were  going 
into  a  cattle  feeding  arrangement  whereby  the  feed  presently 
under  seizure  would  be  used  to  feed  the  cattle. 

The  deputy  sheriff  had  another  interview  with  Brandley  on 
November  19th,  1963 .  Brandley  informed  him  that  Hinman  had  not 
as  yet  advanced  any  further  money,  but  Brandley  had  an  appoint¬ 
ment  with  Hinman  on  November  21st,  1963  at  which  time  he  was 
sure  that  Hinman  would  make  arrangements  to  advance  the  nec¬ 
essary  funds  to  pay  off  the  Writs .  Brandley  told  the  deputy 
sheriff  that  there  were  about  1,000  cattle  grazing  on  his  land. 

On  January  22nd,  1964  the  deputy  sheriff  interviewed  Mr, 
Hatch  at  the  office  of  the  Association.  Hatch  told  him  that  the 
Association  had  cattle  on  the  Brandley  farm  for  feed.  He  also 
stated  that  the  arrangement  he  had  with  Brandley  and  Hinman 
was  that  their  share  of  the  proceeds  of  the  cattle  when  sold 
would  be  applied  on  the  Writs  of  Execution  outstanding  against 
Brandley.  Hatch  said  that  the  judgment  of  Ellison  Milling  had 
been  paid,  as  this  creditor  had  become  troublesome.  Hatch  said 
he  would  be  in  touch  with  Mr.  Hinman  within  the  next  week  and 
he  was  sure  the  balance  of  the  Writs  would  be  paid  shortly. 

It  will  be  remembered  that  all  four  Writs  were  paid  by 
the  Association  as  follows: 


December  31,  1963 
March  3,  1964 
March  12,  1964 
March  13,  1964 


Ellison  Milling  $2,536.07 
Canadian  Propane  464.65 
Martin  Hoyt  chargedtoB06  650.00 
Martin  Hoyt  charged  to  B6  1, 100 . 00 

$4,750.72 
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The  payments  to  Hoyt  were  in  satisfaction  of  the  Writ  filed 
by  the  Sugar  Factory  and  the  Writ  of  Moore’s  Esso  Service. 

Why  were  these  Writs  of  Execution  totalling  $4,750.72 
paid  by  the  Association?  Why  were  taxes  in  the  amount  of 
$1,016.61  owing  by  Brandley  paid  by  the  Association  on  the  14th 
of  January,  1964?  Why  did  the  Association  pay  $500.00  to 
Rural  Electric  Services  on  behalf  of  Brandley  on  November  25th, 
1963? 

Mr.  Brandley  said  if  Hinman  had  paid  these  Writs,  he  would 
have  had  to  sell  the  feed  but  Hatch  wanted  the  feed  used  on  a 
large  quantity  of  cattle  for  the  Association.  He  said  Hatch 
figured  there  was  an  equity  in  the  contract  cattle  to  pay  the 
seizures  and  also  Hinman’s  equity  out  of  this  other  feed  so 
we  could  feed  it  to  the  cattle.  (IX  1330).  Mr.  Brandley  was 
hard  put  to  explain  why  the  Association  paid  his  taxes. 

(IX  1332)  Mr.  Hinman  said  in  reference  to  these  payments: 

"I  had  no  idea  that  they  were  charging  them  to  his  account, 
but  they  were  advances  on  the  feed  that  was  going  into  these 
cattle,  because  that  had  been  our  agreement.”  (X  1491) 

Mr.  Hinman  and  Mr.  Brandley  commenced  negotiations  in  the 
fall  of  1963  with  a  view  to  forming  a  limited  company  which 
would  take  over  the  ranch  belonging  to  Mr.  Brandley.  It  was 
contingent  upon  a  settlement  being  made  with  the  Canadian  Imp¬ 
erial  Bank  of  Commerce  and  Weiller  and  Williams.  (X  1490). 

Two  Arrow  Ranches  Ltd.  was  incorporated  under  the  laws  of 
Alberta  on  the  12th  of  February,  1964.  The  Memorandum  of 
Association  had  been  signed  by  Mr.  Hinman  and  his  son  Nolan 
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Hinman  on  January  31st,  1964. 

A  return  of  Allotment  and  Notice  of  Directors  were  signed 
on  March  14th,  1964  and  registered  on  March  26th,  1964*  They 
were  signed  by  Mr.  Hinman  as  President  of  the  Company. 

The  Memorandum  of  Association  contained  a  clause  in  which 
it  was  stated  that  the  capital  of  the  company  was  $20,000.00 
divided  into  20,000  common  shares  without  nominal  or  par  value. 

The  Return  of  Allotment  showed  that  1,000  shares  had  been 
issued  to  each  of  Mr.  Hinman,  his  wife,  his  son,  Mr.  Brandley, 
his  wife  and  his  son.  The  Return  stated  that  Mr.  Hinman,  his 
wife  and  son  had  paid  for  their  shares  but  that  Mr.  Brandley, 
his  wife  and  his  son  had  not. 

Mr.  Hinman,  his  son,  Mr.  Brandley  and  his  son  were  dir¬ 
ectors  . 

On  May  11th,  1964  another  Return  of  Allotment  of  shares 
was  filed  stating  that  another  $2,500.00  in  paid  up  shares  had 
been  allotted  to  Mr.  Hinman  on  April  13th,  1964. 

On  April  2.3rd,  1964  Brandley  transferred  his  ranch  con- 
tainirg  about  2,550  acres  to  Two  Arrow  Ranches  Ltd.  The  con¬ 
sideration  shown  in  the  transfer  was  $120,000.00. 

On  June  4th,  1964  Two  Arrow  Ranches  Ltd.  executed  a 
mortgage  on  these  lands  in  favour  of  Prudential  Insurance 
Company  of  America  in  the  amount  of  $115,000.00.  Mr.  Hinman 
stated  that  his  farm  at  Glenwood  was  included  in  this  mortgage 
as  well. 


The  results  of  these  transactions  were: 
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1.  Brandley^s  assets  were  transferred  to  the  newly  formed 
limited  company. 

2.  Prudential  Insurance  Co.  advanced  sufficient  money  to: 

(a)  Retire  their  own  mortgage  of  $50,000.00  on  which  they 
had  started  foreclosure  proceedings. 

(b)  Retire  the  mortgage  in  favour  of  the  Canadian  Imperial 
Bank  of  Commerce  and  Weiller  and  Williams  Ltd.  in  the 
amount  of  $156,022.91.  I  understand  that  about 
$110,000.00  -  $115,000.00  was  owing  on  this  mortgage 
and  that  it  was  settled  on  a  basis  of  50  cents  on  the 
dollar . 

3 .  The  Association  had  paid  the  taxes  on  the  land  in  the 
amount  of  $1,016.61. 

4.  Four  Writs  of  Execution  totalling  $4,750.72  had  been  paid 
by  the  Association.  Two  of  these  had  been  registered  in 
the  Land  Titles  Office. 

5.  No  one  was  looking  after  the  interests  of  the  Association. 
The  members  of  the  Board  of  Directors  were  not  kept  inform¬ 
ed.  The  Bank  was  given  false  information. 

The  result  was  that  Brandley  transferred  all  his  assets, 
the  Association  paid  a  substantial  amount  on  his  liabilities 
and  the  two  ledger  accounts  show  that  Brandley  is  indebted  to 
the  Association  in  the  amount  of  $7$, 924*30. 

(II)  E.  W.  Hinman,  Noel  Brandley  and  the  verbal  contract 

covering  the  feeders  of  397  steer  calves  on  the  Iventory 


of  the  Holding  Pen. 
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It  will  be  remembered  that  the  following  minute  was  contain¬ 
ed  in  the  minutes  of  a  meeting  of  the  Board  of  Directors  held  on 
August  3th,  I960. 

!fThe  supervisor  asked  the  Board  for  permission  to  carry 

a  cattle  inventory  for  the  purpose  of  wintering  calves. 

This  was  discussed  and  approved  on  a  motion  by  D.  H. 

Keeler,  seconded  by  Pat  Stevens.  (In  ink  -  maximum 

500  head) ." 

There  is  no  evidence  that  any  such  inventory  was  set  up  until 
the  fall  of  1963. 

In  the  month  of  October,  1963  the  Association,  through 
its  subsidiary  Central  Livestock  Marketing  Ltd.,  purchased 
1,600  calves  from  the  Cochrane  Ranch  and  the  Knight  Ranch  pay¬ 
ing  therefor  $136,937*36.  743  heifer  calves  were  purchased  at 

a  price  of  $27*75  a  cwt .  and  946  steer  calves  were  purchased 
at  a  price  of  $33*92.  These  calves  were  purchased  at  weights 
from  360  to  400  lbs. 

Mr.  C.  E.  French  was  the  manager  of  Central  Livestock 
Marketing  Ltd.  He  stated  that  the  calves  from  the  Cochrane 
and  Knight  ranches  brought  premium  prices  each  fall  of  from 
4  to  6  cents  a  hundred  over  the  high  average  of  the  fall 
market.  (IV  417-418). 

The  other  top  prices  for  400-500  pound  steer  calves  going 
through  the  Holding  Pens  in  October,  1963  were  $30.00  a  cwt. 
for  101  calves  consigned  to  the  University  of  Manitoba  and 
purchased  from  A.  W.  Stringam  and  96  calves  purchased  from 
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G.  W.  Salt  for  $2  8.00  a  cwt .  Most,  of  the  purchases  of  steer 
calves  of  that  weight  seemed  to  be  around  $26.00  a  cwt.  in 
the  month  of  October  1963 . 


These  calves  were  disposed  of  as  follows: 

@  27*73  plus  commission 


711  heifer  calves  to  Henry  Steele 

of  Aurora  Illinois 


186  steer  calves  to  J.  W.  Marus  &  Sons 

of  Ayr,  Ontario  @  33*92  plus  commission 

160  steer  calves  to  Paxman,  an  Assoc¬ 
iation  member  @  33.92  plus  commission 

3  steer  calves  to  Frank  Mabee  at  dressed  weight 


198  steer  calves  to  Riverview  Ranch 

(Hatch  family) 


@  33.92  plus  commission 


2  heifer  calves 

397  steer  calves  transferred  from  Central  Livestock  Marketing 
Ltd.  at  a  gross  weight  of  163,713  pounds  with  a  3  per  cent 
shrink  or  a  net  of  138, 803  @  33-92  for  a  price  of  $33,866.63 
plus  $233.00  for  trucking  or  a  total  debit  of  $34,099.63. 

These  calves  transferred  to  the  Holding  Pen  averaged  400.12 
pounds  each.  The  steer  calves  shipped  to  Ontario,  Paxman  and 
Riverview  Farms  varied  from  331,  338,  361  and  363  pounds. 

According  to  Brandley,  Hatch  called  him  on  the  telephone 
and  said  that  he  was  stuck  with  400  of  the  calves  and  asked 
Brandley  to  take  them.  Brandley  said  Hatch  wanted  to  charge 
them  to  Brandley fs  account  but  Brandley  refused.  He  said  these 
calves  had  been  bought  way  too  high;  that  he  had  acted  as 
Hinman9s  manager  on  Hinman’s  Peigan  Ranch  and  had  sold  Hinman’s 
calves  which  were  just  as  good  for  7  or  8  0  a  pound  less. 
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Hatch  then  asked  Brandley  to  feed  them.  Brandley  told  Hatch 
that  he,  Brandley,  would  have  to  check  with  Hinman  because  it 
would  be  Hinman’ s  deal  because  the  feed  was  his.  Hinman  agreed. 
Then  Hatch  offered  16  cents  a  pound  gain  for  wintering  only. 
Brandley  -  "I  just  laughed”.  The  result  was  a  verbal  agreement 
whereby  the  calves  were  to  be  fed  until  October  1964  at  16  cents 
a  pound  for  the  gain.  (IX  1283  and  seq.)  Brandley  said  they 
had  never  been  able  to  get  a  weigh  slip  on  the  calves.  The 
calves  had  horns  when  they  arrived  on  the  Brandley  place.  He 
didn’t  want  to  dehorn  them  until  spring  but  Hatch  ordered  the 
dehorning  to  take  place  immediately.  As  a  result  8  or  9  died 
and  the  rest  suffered  a  terrific  weight  loss. 

This  contract  being  a  verbal  contract  was  beyond  the  powers 
of  the  Association.  (Sec.  25  of  the  Act).  The  contract  was 
made  without  the  knowledge  of  the  Board  and  the  Bank.  (Paxman 
IV  571  -  Keeler  IV  591) 

The  cattle  were  in  the  possession  of  Brandley  and  Hinman 
until  the  fall  of  1964 .  They  were  sold  for  about  20  cents  a 
pound.  I  did  not  receive  any  evidence  as  to  their  weights  on 
sale.  Brandley  said  they  intended  to  put  350  to  400  lbs.  on 
each  calf.  This  meant  that  the  Association  lost  over  $20,000.00 
on  this  transaction.  Mr.  Hinman  sold  his  feed  on  a  basis  of 
16  cents  a  pound  on  the  gain.  Everyone  agrees  that  this  was  a 
fair  price  under  the  terms  of  the  arrangement. 

There  was  no  evidence  given  at  the  Inquiry  about  this,  but 
it  seems  strange  to  me  that  the  Association  should  pay  a  6  or 
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3  cent  premium  for  calves  intended  to  be  kept  over  the  winter 
and  next  summer  on  an  inventory  basis  and  then  sent  out  to 
feeders  in  the  following  fall  to  finish.  It  would  appear  that 
the  premium  is  paid  because  it  is  thought  that  the  calves  will 
gain  weight,  quickly  and  cheaply.  Paxman  took  160  of  the  steer 
calves  at  $33*92.  He  said  they  were  put  in  the  feedlot  immed¬ 
iately  and  kept  there.  They  were  sold  in  the  fall  of  1964  and 
Paxman  said  he  made  a  little  money.  (IV  372). 

(Ill)  Debit  in  ledger  card  of  E.  W.  Hinman  H113 _ $33 ,256.57. 


In  discussing  this  ledger  card,  an  attempt  will  be  made  to 
omit  any  items  having  to  do  with  the  loan  of  $10,000.00  made  to 
Brandley  (already  discussed)  and  the  numerous  items  having  to 
do  with  the  supervisor  Hatch  and  HinHat  Som  Ranch.  These 
latter  items  will  be  dealt  with  in  the  next  heading. 

On  April  5th,  1963  the  Association  gave  its  cheque  in  the 
amount  of  $7* 933.00  to  its  Holding  Pen  Division. 

The  voucher  on  which  this  cheque  was  issued  read  as  follows: 
HPC  990  Deposit  on  Calves  -  Hinman  $2,000.00 

HPC  995  Note  -  Wansborough  -  Hinman  1,960.00 

HPC  996  Note  -  Wansborough  -  Hinman  1,960.00 

HPC  993  Fruehauf  Trailers  2 , 063 ♦ 00 

$7,933.00 


We  are  not  concerned  with  the  cheque  to  Freuhauf  Trailers 
as  this  has  been  discussed,  in  the  narrative  on  John  Pereverziff 
In  checking  the  Holding  Pen  records  we  find  that  the 


corresponding  cheques,  covering  the  first  three  mentioned  above 
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were  issued  as  follows: 


Feb.  17?  1963  Double  Triangle  Ranch 

Voucher  read  -"Deposit  on  calves" 


$2,000.00 


March  7?  1963  Topline  Farms  Ltd. 

March  7?  1963  Bryce  Smith 


$1,960.00 

$1,960.00 


vouchers  on  both  these  cheques  read  "note  (Wansborough ) 

The  explanation  of  these  entries  as  related  by  Mr.  Hinman 
was  as  follows  (IX  1353)* 

He  purchased  $45,000.00  worth  of  cattle  from  Wansborough. 

He  paid  $15,000.00  cash  and  gave  two  non-interest  bearing  notes 
for  $15,000.00  each,  one  due  in  1963  and  the  other  in  1964- 
Early  in  1963  Wansborough  requested  Hinman  to  split  one  of  the 
$15,000.00  notes  into  3  $5,000.00  notes  so  that  Wansborough 
could  discount  them  or  use  them  as  collateral.  Hinman  did  so. 

Hinman  said  that  apparently  Hatch  purchased  one  of  these 
notes  at  a  discount.  Hinman  said  that  later  Hatch  offered  to 
sell  it  to  him  and  he  sent  a  cheque  for  $4,000.00  "to  him" 

(Hatch)  or  "to  somebody".  (IX  1355  ).  "I  sent  somebody.  I 
d.onft  know  to  whom  I  made  it  payable,  but  I  think  Hatch.  I 
could  produce  the  cheque".  (IX  135$).  "I  think  that  is  correct. 
I  recall  sending  a  cheque  to  cover  this  note".  (IX  13 60 ) . 

The  suggestion  is  therefore  that  Hatch  purchased  a 
$5,000.00  note  payable  by  Hinman  in  the  first  instance  to 
Wansborough  (Wansborough  had  baght  into  Topline  Farms  Ltd.  in 
the  meantime).  Hatch  used  $3,920.00  of  Association  money  to 
buy  this  note.  He  charged  the  amount  in  the  above  described 
devious  manner  to  Hinman.  He  was  paid  $4,000.00  by  Hinman  but 
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did  not  credit  Hinmanfs  account.  According  to  Hinman  - 
"Well,  I  think,  your  Honour,  that  you  have  to  draw 
the  same  conclusion  as  I.  If  I  sent  the  cheque  to 
Mr.  Hatch  he  is  ahead  by  that  much  money".  (IX  1361) 

On  May  31st,  1963,  2  bulls  were  purchased  by  Mr. Hatch 
from  Mr.  Str ingam  and  delivered  to  Hinman fs  Peigan  ranch. 

The  cost  was  $953.15.  This  was  charged  to  Hinman?s  ledger 
card.  He  said  he  should  have  received  a  statement  which  he  would 
have  paid.  (IX  1363) 

On  November  14th,  1962  40  heifers  had  been  purchased  by 
the  Holding  Pen  and  delivered  to  Hin  Hat  Som  Ranch  at  Cranbrook. 
The  cost  of  $7,934.00  was  charged  to  Hinman.  On  May  23rd,  1963 
55  cows  and  calves  were  purchased  by  the  Association  from  D.C. 
Wilson  and  Sons  and  delivered  to  Hin  Hat  Som  Ranch  at  Cran¬ 
brook.  The  cost  of  $13,633.00  was  charged  to  Hinman. 

The  total  cost  of  these  two  purchases  was  $21,667.00. 

On  December  30,  1963  a  Journal  entry  V  473  J52  was  entered. 

It  transferred  the  95  cows  and  the  $21,667.00  from  Hinman 
to  Hin  Hat  Som  Ranch. 

On  December  30,  1963  a  cheque  was  issued  by  the  Association 
to  Hinman  in  the  amount  of  $2,300.00.  Mr.  Hinman  endorsed 
it  and  deposited  it  in  the  Canadian  Imperial  Bank  of  Commerce. 
Mr.  Hinman  stated  that  this  was  an  advance  on  calves  which 
were  sold  and  was  to  pay  a  note  which  Mr.  Leighton  had  at  the 
bank  at  Pincher  Creek. 

"Q  You  were  paying  Mr.  Leighton’s  note? 
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A  Yes. 

Q  Why  did  you  do  that? 

A  The  Peigan  Ranch  belonged  to  me  and  Mr.  Leighton. " 

(IX  1373). 

If  Mr .  Hinman9  s  memory  on  this  item  is  correct,  it  is 
another  transaction  which  Hatch  had  no  authority  to  embark 
on.  There  is  no  record  of  any  sale  of  calves  subsequent  to 
this  advance.  When  Mr.  Hinman  sold  calves  through  the  Assoc¬ 
iation  none  of  the  proceeds  was  credited  to  his  ledger  account 
so  as  to  return  this  $2,300.00  to  the  Association. 

The  total  receipts  credited  to  Mr.  Hinman’s  account  apart 
from  the  transfers  above  mentioned  and  the  two  credits  on  the 
Brandley  hay  amounted  to  $1,100.93*  Of  the  total  debit  of 
$33 ,236 . 57,  he  said  $7,920.00  is  owing  by  Hatch.  (IX  1330). 
There  were  12  items  charged  to  his  account  totalling 
$12,231.33  which  he  said  were  delivered  to  Hin  Hat  Som  Ranch. 

Mr.  Hinman  signed  a  Livestock  Feeding  Agreement  with  the 
Association  on  April  30th,  1963.  He  also  signed  the  Auditorfs 
request  for  verification  of  his  personal  account  at  the  end 
of  1963.  The  amount  on  December  31st,  1963  was  $31,304.71. 

(IV)  Debit  in  ledger  card  of  Hin  Hat  Som  Ranch  $43,944.43. 

Mr.  F.  C.  (Dick)  Sommerfeldt  owned  19,000  acres  of  lease 
land  in  the  Cranbrook  area  of  British  Columbia.  He  valued  this 
ranch  at  $190,000.00.  (X  1310)  However,  he  did  not  have 
enough  stock  to  stock  it  and  he  made  an  agreement  with  Mr. 
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Hinman  and  Mr.  Leighton  that  they  were  to  operate  the  ranch  as 
a  partnership.  Hinman  and  Leighton  were  to  put  up  cattle  and 
then  Sommerfeldt  was  to  turn  over  the  leases.  This  was  never 
done  (X1511).  The  lease  will  expire  in  19&1  or  19^2.  The 
rental  is  abat  $6,000.00  a  year  (X  1515).  The  ranch  was  known 
as  the  Double  Triangle  Ranch. 

Mr.  Leighton  died.  Mr.  Hinman  met  Mr.  Hatch.  Mr.  Hinman 
said  he  was  looking  for  someone  who  could  fill  three  require¬ 
ments  .  They  were : 

(i)  Take  over  the  management, 

(ii)  contribute  some  cash  to  carry  the  ranch  through  the  winter, 
as  much  as  $3,000.00, 

(iii)  arrange  credits  or  get  cattle  on  shares,  or  something, 
to  make  the  ranch  stocked  well  enough  to  be  profitable. 
Hinman  and  Leighton  had  put  210  cows  on  the  ranch.  300 

more  were  needed  to  make  it  profitable.  The  new  partner  would 
have  to  pay  out  Mrs.  Leighton’s  share  which  was  later  determ¬ 
ined  at  something  over  $27,000.00. 

Mrs.  Leighton  required  $4,000.00  a  year  plus  interest  at 
6  %  and  she  would  be  satisfied. 

Hatch  looked  over  the  ranch,  talked  to  Mrs.  Leighton  and 
agreed  to  assume  management  of  the  ranch  on  October  15th,  1962 . 
(X  1404  and  seq.)  Hatch  was  supposed  to  pay  Mrs.  Leighton 
$4,000.00  at  that  time. 

It  was  agreed  that  a  limited  Company  should  be  formed. 

On  October  22nd,  1962  Mr.  E.  D.  Batteum  of  Calgary  wrote  to 
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the  Registrar  of  Companies  at  Edmonton  concerning  the  availability 
of  the  name  HIN  HAT  SOM  RANCH  LIMITED.  On  November  6th,  1962 
Mr.  Battrum  again  wrote  to  the  Registrar  stating  that  incorp¬ 
oration  papers  were  being  prepared  and  would  be  presented  for 
registration  shortly.  (Part  of  Exhibit  F  11a)  However,  the 
Company  was  not  incorporated  until  April  19th,  1963. 

In  the  meantime  Hatch  began  extending  large  amounts  of 
credit  to  the  ranch  at  Cranbrook  using  the  readily  available 
cheque  books  of  the  Association  and  its  subsidiary,  the  Holding 
Pen. 


3 , 561.65 


According  to  the  evidence  of  Mr.  Hinman  the  following 
debits  were  charged  to  his  account,  without  his  knowledge, 
and  the  items  covered  by  the  debits  were  supplied  to  the 
ranch  at  Cranbrook,  except  in  the  one  instance  when  a  cheque 
for  $45  000 . 00  was  paid  direct  to  Mrs.  Leighton 

(1)  Nov.  12,  1962  Cheque  to  R.  Peterson  at 

Cranbrook  for  2  heifers  delivered  to  the  Ranch  $  233.23 

(2)  Nov.  14,  1962  Cheque  to  D.  C.  Wilson  &  Son  for 
19  cows  delivered  to  the  Ranch 

(3)  Nov.  22,  1962  Shannon  Transport  at  Vernon,  B.C. 
for  trucking  40  heifers  to  Cranbrook  as  per 
next  item 

(4)  Nov.  14,  1962  Charge  by  Holding  Pens  for  40 
heifers  delivered  to  Cranbrook  from  D.C.  Wilson  7, 9^4.00 

(3)  Jan.  17,  1963  cheque  to  E.W.  Hinman  for  irriga¬ 
tion  system  which  he  owned  at  Glenwood  and  which 
was  transferred  to  Cranbrook.  There  was  a  Farm 
Credit  payment  of  $640.00  due  on  it.  Hinman  said 
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he  knew  nothing  of  this  being  charged  to  his 
account  by  the  Association.  He  thought  the 
$640.00  had  been  paid  by  the  Bank  at  Cranbrook. 

He  couli  not  have  been  following  his  Cardston 
Bank  Account  (where  this  cheque  was  deposited) 
very  closely. 

(6)  Jan.  29*  1963  Cheque  to  George  Pereverziff , 

6000  lbs.  pelletts  delivered  to  Cranbrook  $  60.00 

(7)  Feb,  23,  1963  Cheque  to  George  Pereverziff, 

2  loads  feed  delivered  to  Sommerf eldt-Cranbrook  100.00 

(3)  Feb.  13,  1963  Cheque  to  Ellison  Milling  for 
6,000  lbs.  pelletts  delivered  by  Pereverziff 


as  above 

(9)  Feb.  27*  1963  Cheque  to  Ogilvies  for  24%  Beef 
Supp.  delivered  to  Sommerf eldt  at  Cranbrook 

(10)  March  25,  1963  Cheque  to  Double  Triangle  Ranch 
deposited  in  bank  account  at  Cranbrook 
A  straight  advance.  Sommerf eldt  said  it  might 
have  been  used  to  pay  the  lease  rental  which 
came  due  in  April  1963 . 

(11)  April  5,  1963  Cheque  to  Holding  Pen  in  the  amount 
of  $5*920.00.  $2,000.00  of  this  amount  was  an 
advance  marked  "Deposit  on  calves”  in  a  cheque 


312.00 

415.00 

6,000.00 


2,000.00 


to  Double  Triangle  Ranch  dated  Feb.  17,  1963 
in  the  amount  of 

(12)  April  3*  1963  An  invoice  covering  14  steers  and 
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21  heifers  shipped  by  the  Holding  Pen  to  Cranbrook. 

The  cost  charged  was  $3,414.43 

(13)  May  6,  1963  Cheque  for  $4,000.00  from  the 

Association  to  the  Holding  Pen.  This  replaced 
a  cheque  issued  by  the  Holding  Pen  on  March  31st, 

1963  in  favour  of  Mrs.  Zona  Leighton  and  in  the 

amount  of  4,000.00 

Mr.  Hinman  stated  this  cheque  was  a  payment 

by  Hatch  on  account  of  Mrs.  Leighton’s  share 

in  the  ranch.  The  following  are  questions  and 

answers  in  the  examination  of  Mr.  Hinman 

(IX  1365). 

T,Q  We  will  be  going  into  more  details  later  on  concerning 
Mr.  Hatch’s  interest  in  Hin  Hat  Som  Ranch.  At  this 
time  I  would  like  to  make  this  point  certain  if  I  can, 
and  that  is  that  this  $4,000.00  was  charged  to  your 
account.  Now,  did  you  have  any  knowledge  that  this 
$4,000.00  was  to  be  charged  to  your  account? 

A  No. 

Q  So  that  you  did  not  authorize  anybody  to  charge  this 

$4,000.00? 

A  No. 

THE  COURT: 

Q  It  is  Mr.  Hatch’s  payment  to  Mrs.  Leighton  and  he 

should  have  made  it? 

A  Yes . 


.  . . 


■ 
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Q  And  he  took  feeder  money  and  charged  it  to  your  account? 
A  Yes.” 

(14)  May  23,  1963  An  invoice  covering  65  cows  and  calves 
shipped  by  the  Holding  Pen  from  D.C.  Wilson  &  Sons 
to  Cranbrook,  the  cost  charged  was 
(13)  July  11,  1963  Cheque  of  the  Association  to  the 
Holding  Pen  for  $1,000.00.  This  replaced  a 
cheque  issued  by  the  Holding  Pen  on  June  16, 

1963  in  favour  of  Hin  Hat  Som  Ranches  Ltd.  for 
(16)  Aug.  2$,  1963  Cheque  to  the  Association  to  the 
H.F.A.  Co-operative  Ltd.  in  the  amount  of 
This  covered  a  left  brand  calf  cradle  delivered 
to  Cranbrook. 

This  completes  the  statement  of  the  items  covering  debits 
to  the  Cranbrook  Ranch  which  were  charged  to  the  ledger  account 
of  E.  W.  Hinman  H  113. 

In  the  meantime  Hin  Hat  Som  Ranch  Limited  was  incorporated 
under  the  Companies  Act  of  Alberta  on  April  19th,  1963 . 

The  shareholders  of  the  Company  were: 

E.  W.  Hinman  100  shares 

S.  W.  Hatch  100  shares 

F.  R.  Sommerfeldt  100  shares. 

The  Company  was  not  registered  in  the  Province  of  British 

Columbia . 

On  September  93  1963  Mr.  Hatch  opened  an  N.A.B.  ledger 
card  H  5  in  the  name  of  Hin  Hat  Som  Ranches. 


$13,633 .00 


1,000.00 


153.40 
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The  entries  in  this  ledger  card  were  as  follows: 

September  9,  1963  -Cheque  from  the  Association  to  the  Holding 
Pen  for  $2,350.00.  The  Holding  Pen  cheque  for  like 
amount  was  issued  on  August  7th,  1963  in  favour  of 
B.  &  R.  Service  of  Cardston  in  the  amount  of  $2,350.00 

Mr.  Hinman  owned  one  third  of  B.  &  R.  Service 
of  Cardston.  B.  &  R.  Service  sold  a  truck  to 
Hin  Hat  Som  Ranch  at  Cranbrook  and  the  Associa- 
tion  very  kindly  paid  for  it. 

September  25,  1963  -This  covers  an  invoice  for  2$  steers 
purchased  at  the  Community  Auction  in  Cranbrook 
for  Hin  Hat  Som  Ranches  and  paid  for  by  the 
Association  in  the  amount  of  $3,154-54 

October  29,  1963  -  Cheque  from  the  Association  to 

the  Holding  Pens  in  the  amount  of  $16,975-00 

This  cheque  replaced  a  cheque  issued  by  the 

Holding  Pen  on  October  2,  1963  in  favour  of 

Hin  Hat  Som  Ranches  Ltd.  in  the  amount  of 

$16,975-00  and  deposited  in  the  account  of  the 

payee  in  the  Canadian  Imperial  Bank  of  Commerce 

at  Cranbrook.  The  invoice  on  which  this  cheque 

was  issued  reads  as  follows: 

,!  60  cows  @  160  $9,600.00 

125  heifer  calves  @  59-00  ea .  7,375.00 

$16,975-00  tt 


, 
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According  to  both  Mr.  Hinman  (IX  1335)  and  Mr.  Sommerfeldt 
(X  1X97)  this  entry  was  a  figment  of  the  imagination.  No 
cattle  were  involved  and  the  money  was  used  to  pay  off  a  note 
at  the  Canadian  Imperial  Bank  of  Commerce  which  had  either  been 
signed  by  Hatch  and  Hinman  or  by  the  Ranch  with  Hatch  and  Hinman 
guaranteeing  payment.  (IX  1335) 

Oct.  31,  1963  A  credit  covering  the  sale  of  3 

heifers  in  the  amount  of 
Oct.  30,  1963  A  credit  covering  the  sale  of  23 

animals  in  the  amount  of 
Nov.  30,  1963  A  cheque  from  the  Association  to  Cent¬ 
ral  Livestock  Cartage  covering  the 
transport  of  3  bulls  from  Fort  Macleod 
to  Cranbrook  in  the  amount  of  20.00 


$  350.31 


3,554.76 


Dec.  11,  1963  A  credit  covering  the  sale  of  13 

heifers  in  the  amount  of 


Dec.  11,  1963 
Dec.  30,  1963 

Dec.  31,  1963 
Mar.  26,  196X 


A  debit  for  salt  charged  in  the  amount  of 
Transfer  of  the  debitfrom  E.W.  Hinman 


939.32 

24.23 


discussed,  at  length  in  his  account 
Interest  added  in  the  amount  of 
An  entry  noted  as 
Purch.  deposit  V520  J63  debit 
The  Journal  voucher  read: 


21,667.00 

1,103.37 

3,495.15 


Dr  Hin  Hat  Som 
Cr  Purch.  Deposits 

Double  Triangle  Ranch 
Mrs.  Laufly  Parry 


$3,495.15 


1,300.00 

2,195.15 


n  j1  f  i  ^z  iuobib 


.  ibi  ■  i".  T 


<?I  .*i  t 


-  204  - 


This  was  a  real  rapid  change  of  accounts.  On  November  1st, 

1963  the  Association  issued  a  cheque  in  favour  of  Mrs.  Laufly 
Parry  in  the  amount  of  $35000.00.  This  was  one  of  the 
Wansborough  notes  payable  by  Hinman  which  had  come  into  the 
possession  of  Mrs.  Parry.  Hinman  said  that  Hatch  was  buying 
his  calves  from  the  Peigan  Ranch,  He  didn’t  want  delivery 
for  a  couple  of  weeks.  In  anticipation  of  the  purchase  of 
calves,  $5,000.00  was  paid  to  Mrs.  Parry  by  the  Association  on 
behalf  of  Hinman.  Then  Hinman  delivered  the  calves  to  the 
Holding  Pen.  The  net  value  of  the  calves  was  $10, 074* $5. 

Then  the  association  (through  the  Holding  Pen) 
paid  off  another  note  of  Hinman’ s  to  Topline 

Farms  in  the  amount  of  7,270.00 

This  left  only  $  2, $04. $5 

in  the  Holding  Pen  belonging  to  Hinman. 

On  December  30th,  1963  the  Holding  Pen  issued  a  cheque 
to  the  Association  for  the  balance  of  the  amount, 
namely  $  2, $04. $5 

Now  the  Association  had  paid  the  first  $5,000.00 
and  only  received  back  $2, $04. $5.  The  Association 
had  bought  calves  from  Hinman  to  the  value  of 
$10, 074. $5  and  came  out  of  the  deal,  worse  off  by 
$5,000.00  less  $2, $04. $5  equalled  $2,195.15 

For  some  reason  this  item  was  charged  to  Hin  Hat  Som. 

Hin  Hat  Som  had  nothing  whatever  to  do  with  these  transactions. 

No  one  could  explain  why  the  $1,300.00  shown  as  a  debit  to  Double 
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Triangle  Ranch  was  charged.  (X  1394-139$) 

Mr.  Hinman  said  he  wasn^t-  aware  that  he  had  a  deficit  on  thes 
transactions  because  he  said  Hatch  took  delivery  of  <3  bulls 
from  Peigan  at  $400.00  each  and  later  3  bulls  at  $250.00  each 
Mr.  Hinman  was  positive  that  he  had  never  been  paid  for  these 
(X  1393-1399). 

In  examining  the  ledger  card  of  Hinman  H  113  I  note  the 
following  in  the  upper  left  hand  corner  in  heavy  ink. 

Ranch  Bulls 

g  -  3200 

3  -  750 

These  items  were  not  entered  in  either  the  debit  or  credit 
columns  of  the  card. 

The  result  of  all  of  the  entries  in  this  ledger  card  is 
that  it  shows  that  $43? 944 *45  is  owing  to  the  Association  by 
Hin  Hat  Som  Ranches. 

It  would  appear  from  the  evidence  and  the  records  exam¬ 
ined  that : 

(1)  All  the  transactions  with  Hin  Hat  Som  were  contrary  to 
law . 

(2)  There  was  no  contract  with  Hin  Hat  Som. 

(3 )  No  application  was  made  to  the  Board  for  membership  on 
behalf  of  Hin  Hat  Som. 

(4)  No  member  of  the  Board  knew  that  Hin  Hat  Som  existed  or 
that  any  money  of  the  Association  had  been  advanced  to 
it. 

(5)  The  bank  did  not  know  of  the  existence  of  Hin  Hat  Som. 
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(6)  Hatch  agreed  to  become  a  partner  in  Hin  Hat  Som.  He  later 
became  a  shareholder  in  Hin  Hat  Som  Ranch  Ltd. 

(7)  Hatch  agreed  to  pay  out  the  interest  of  Mrs.  Leighton 
(the  interest  of  her  deceased  husband)  in  the  partnership. 

(8)  Hatch  paid  Mrs.  Leighton  $4,000.00  which  sum  of  money  he 
took  from  the  funds  of  the  Association  without  the  know¬ 
ledge  or  consent  of  the  Board  or  the  Bank. 

(9)  Hatch  advanced  many  more  thousands  of  dollars  to  the  Hin 
Hat  Som  Ranch.  Hinman  and  Somnerfeldt  thought  that  Hatch 
was  using  his  own  money  or  at  least  money  he  had  a.  lawful 
right  to  use. 

(10)  Hatch  used  these  funds  of  the  Association  without  any 
colour  of  right.  The  account  of  Hin  Hat  Som  Ranches 
never  appeared  on  any  list  of  accounts  presented  to  the 
Bank . 

(11)  On  April  2nd,  1963  Hatch  gave  a  financial  statement  to  the 
Canadian  Imperial  Bank  of  Commerce.  In  this  statement  he 
showed  the  following  asset: 

,f Investment  Hin  Hat  Som  Ranch  Ltd.  37,000” 
and  the  following  liability: 

”Mrs.  S.  Layton  Pincher  Creek  22,000 

at  $6,000  per  annum” 

The  question  of  the  amount  shown  as  a  debit  in  the  ledger 
card  of  Hin  Hat  Som  Ranches  was  discussed  by  members  of  the 
Board  with  Mr,  Hatch  and  Mr.  Hinman  on  several  occasions  sub¬ 
sequent  to  March  19th,  1964. 
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The  minutes  of  meetings  of  the  Board  contain  the  following 
items : 

March  23 ,  1964  -  ,TThe  banker  had  talked  with  Mr.  Hinman  and  Mr. 
Hinman  reported  that  the  Hin  Hat  Scm  account  would  be  cleaned  up.” 
March  31,  1964  -  ”Stu  said  the  lease  in  Cranbrook  would  probably 
be  available  for  the  Association.” 

July  30 «  1964 

Mr.  Williams  -  It  also  appeared  that  there  could  be  a  loss  on  the 
Hinman  and  Hin  Hat  Som  accounts.  Hinman  and  Hin  Hat  Som  accounts 
were  discussed  and  statement  by  Mr.  Hinman  was  read  by  the 
Secretary . 

August  A,  196A  - 

Hin  Hat  Som  Account  -  Stu  said  he  would  give  an  assignment  on  the 
sale  of  the  ranch.  Mr.  Huckvale  suggested  notes  should  be  taken. 
August  12,  1964  - 

Mr.  Paxman  stated  that  Mr.  Hinman  and  Mr.  Hatch  should  be  gotten 
together  immediately  to  discuss  Ranch  account  before  Stu  moved 
to  the  States. 

August  12 ,  1961  - 

After  discussion  of  the  Hin  Hat  Som  account  it  was  decided  that 
Stu  Hatch  and  Mr.  Hinman  should  be  brought  together  to  discuss 
the  situation  before  Stu  moved  away.  Don  Porter  suggested  that 
the  Association  should  take  over  the  liabilities  of  the  ranch 
and  take  over  the  ranch. 

August  17th,  1964  - 

Hin  Hat  Som  Ranch  account  was  discussed.  No  decision  could  be 
reached  until  Stu  Hatch  and  Mr.  Hinman  were  met  with,  together . 


mo  Orn  n.  art?  o  ;  Dsif'xcrt  z  •  • 

” 


3ii  b  oF  ,.  c  -  '/  3<  .1  H 


-  208  - 


September  9th,  1964  - 

C.  S.  Brandley  asked  S.  W.  Hatch  and  Mr.  Hinman  to  report  the  plans 
of  handling  the  Hinman  and  Hin  Hat  Som  accounts.  S.  W.  Hatch 
reported,  that  he  would  welcome  a  government  investigation  and 
they  plan  to  pay  of' f  the  two  accounts  by  selling  the  ranch. 

Reported  that  they  had  an  offer  on  it  from  Mr.  Orcutt . 

Mr.  Hinman  said  that  Stu  had  accepted  responsibility  for  $4,000.00 
that  was  paid  to  Mrs.  Leighton  and  charged  to  the  account.  He 
said  that  if  the  ranch  is  sold  all  of  both  accounts  would  be  paid 
out  including  the  $4,000.00.  If  not,  the  responsibility  of  the 
$4,000.00  will  be  Stufs  and  $15,000.00  could  be  paid  this  fall 
with  a  pay-out  agreement  on  the  balance.  The  approximate  cattle 
count  was  reported  to  be  276  cows,  240  calves,  120  -  2  year 
olds,  108  yearlings,  15  bulls.  There  is  about  $6,500.00  equip¬ 
ment  on  the  place.  He  reported  that  others  were  interested  in 
buying  the  ranch  and  suggested  that  if  a  deal  was  close  he  could 
contact  Gal  before  it  was  finalized. 

Mr.  Hinman  said  he  would  be  seeing  Mr.  Johnson  of  the 
Canadian  Imperial  Bank  of  Commerce  this  week  and  would  discuss 
with  him  the  taking  over  of  the  Ranch  account. 

Mr.  Hinman  said  he  would  be  willing  to  give  security  in  the 
form  of  a  mortgage  on  the  equipment,  machinery  and  leases  and 
all  the  cattle  except  the  original  cows  (approx.  176).  This 
would  be  approximately  100  cows,  120  -  2  year  old  steers, 

108  yearlings  and  200  calves.  If  this  proposition  is  accepted, 

Mr.  Hinman  would  like  to  take  the  two  year  old  steers  to  the 
Brandley  ranch  and  feed  them  for  gain. 
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September  25th,  1964  - 

C.  J.  Peterson  reported  that  D.  Sommerfeldt  was  in  and 
stated  that  there  were  people  interested  in  the  Hin  Hat  Som 
Ranch  but  he  wasn^t  willing  to  sell  and  the  lease  was  in  his 
name . 

It  appears  to  me  that  inasmuch  as  everyone  knew  that  these 
large  sums  of  money  had  been  wrongfully  taken  from  the  funds  of 
the  Association,  no  one  appeared  unduly  concerned. 

A  large  number  of  cattle  had  been  purchased  with  Associa¬ 
tion  money.  They  did  not  have  the  Association  brand  on  them. 

A  note  for  some  $16,000.00  odd  had  been  paid  with  Associa¬ 
tion  money. 

In  addition,  several  thousands  of  dollars  in  advances  had 
been  made  with  Association  money. 

A  truck  costing  $2,300.00  had  been  sold  by  Mr.  Hinman  and 
his  Cardston  partners  and  the  price  paid  for  with  Association 
money . 

A  debt  owing  on  irrigation  equipment  owned  by  Mr.  Hinman 
in  the  amount  of  $640.00  had  been  paid  for  with  Association 
money  when  the  equipment  was  moved  to  Cranbrook. 

All  of  this  money  had  been  wrongfully  taken  by  Hatch  from 
Association  funds  and  the  result  brazenly  shown  as  an  asset 
on  his  financial  statement  given  to  the  Bank. 

Nearly  eight  months  had  elapsed  since  March  19th,  1964 
and  January  11th,  1965,  the  day  on  which  Mr.  Hinman  gave  evid¬ 
ence.  Mr.  Hatch  had  not  made  any  restitution  of  any  of  these 
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monies  wrongfully  taken  from  the  Association. 

Mr.  Hinman  moved  cattle  from  Cranbrook  to  the  Two  Arrows 
Ranch  and  has  promised  to  pay  the  proceeds  of  these  cattle  when 
sold  to  the  Bank.  My  understanding  is  that  these  proceeds  will 
be  applied  on  hi  s  ledger  debit  of  $33 , 256. 57  and  not  on  the  Hin 
Hat  Som  debit  of  $43? 944 .45* 
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CHAPTER  VI 

MR o  HATCH  AND  THE  BOARD  OF  DIRECTORS. 

Mr,  Hatch  was  employed  as  office  manager  of  the  Association 
in  1950*  Mr.  C.  0.  Asplund  was  supervisor  of  the  Association  at 
that  time.  Mr.  Asplund  resigned  in  the  fall  of  1952.  Mr.  Hatch 
was  appointed  supervisor  and  secretary  treasurer  of  the  Associa¬ 
tion  on  November  1st,  1952. 

At  that  time  the  Association  was  in  serious  financial 
difficulty.  Many  of  the  members  had  suffered  severe  financial 
losses  due  to  the  cattle  embargo  which  was  imposed  in  1951  as  a 
result  of  the  Foot  and  Mouth  Disease.  The  amount  of  money  avail¬ 
able  to  the  Association  was  reduced  by  the  bank. 

In  order  to  supplement  bank  loans,  Mr.  Hatch  arranged  for 
a  large  amount  of  financing  through  the  means  of  contract  cattle. 
Under  these  arrangements  members  fed  cattle  for  firms  on  a 
guaranteed  return  of  so  much  a  pound  gain.  The  cattle  were 
owned  by  the  firms  and  the  Association  did  not  have  to  pay  for 
the  cattle  when  they 'were  placed  with  the  feeders. 

This  method  of  financing  was  used  to  a  great  extent  in  the 
years  1954  to  1957.  In  1955  cattle  to  the  value  of  $3&2,S6l.73 
were  financed  in  this  manner. 

Through  the  leadership  of  Mr.  Hatch  and  with  the  assistance 
of  the  Board  and  the  Bank,  the  Association  was  brought  back  from 
the  brink  of  disaster  to  the  point  in  1959  when  all  the  losses 
sustained  as  a  result  of  the  Foot  and  Mouth  Disease  embargo  had 
been  paid  or  written  off  through  reserves  provided  for  the  pur- 
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pose,  except  for  the  amount  of  $30,605.43. 

As  the  years  elapsed  Mr.  Hatch  gradually  assumed  a  great 
deal  of  control  in  matters  of  policy  as  well  as  complete  con¬ 
trol  in  matters  of  administration.  He  did  as  he  liked  without 
reference  to  the  Board.  Contract  limits  were  set  by  the  Board 
and  the  Bank.  Hatch  paid  no  attention  to  the  limits.  He  ad¬ 
vanced  money  to  some  feeders  far  in  excess  of  the  contract 
limits.  He  paid  out  large  sums  of  money  to  feeders  when  he 
knew  that  the  money  would  be  used  for  purposes  other  than  the 
feeding  of  cattle. 

He  entered  into  deals  with  Johansen  and  Bishop  with  a  view 
to  deceiving  the  Board  and  the  Bank.  No  satisfactory  explana¬ 
tion  was  given  why  $2,400.00  was  transferred  from  the  Johansen- 
Mehew  account  to  the  Lethbridge  Third  Ward  account,  the  latter 
account  being  the  one  in  which  Hsteh  acknowledged  his  liability 
for  the  final  debit  balance  of  $$3320.21. 

Hatch  had  the  sole  discretion,  in  reality,  as  to  the  dis¬ 
posal  of  millions  of  dollars.  As  the  years  elapsed  several 
combinations  were  set  up  in  which  any  two  of  several  members 
of  the  staff  signed  cheques.  But  no  one  except  Mr.  Hatch  report¬ 
ed  to  the  Board.  None  of  the  staff  attended  meetings  of  the 
Board  except  Mr.  Hatch. 

He  obtained  the  complete  confidence  of  the  members  of  the 
Board.  This  is  shown  by  the  following  extracts  from  evidence 
given  at  the  Inquiry. 

Mr.  F.  B.  Stevens  a  director  for  over  ten  years,  said: 
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"And  he  established  a  confidence  that  was  second  to  none 
amongst  the  Board  and  the  members,. 

?Q  And  the  public? 

*A  Yes,  his  community,  church  and  everything  else,  and 
we  had  not  thought  about  questioning  his  word,  and  we 
went  along  I  will  say  with  some  of  the  suggestions 
of  Mr-.  Hatch,  that  Mr.  Hatch  made  because  we  figured 
that  he  was  a  capable  supervisor,  (IV  361)" 

Mr.  D.  L.  Paxman,  a  vice  president  and  director  for  over 
10  years  t 

"A  Well,  at  the  present  time  you  might  say  we  should  have, 
but  at  the  time  we  had  such  confidence  in  Mr,  Hatch, 
implicit  confidence,  and  he  was  a  smarter  man  than 
we  were  in  many  ways."  (IV  5$ 4) 

SALARY  AND  EXPENSE  ACCOUNT ; 

The  amounts  paid  to  Mr.  Hatch  for  salary  and  expense 
accounts  were  as  follows. 


Salary 

Expense  Account 

1954 

$  4,soo.oo 

1955 

5,058.33 

$4,306.65 

1956 

5,500.00 

5,299.65 

1957 

5,666.6? 

5,448.78 

1958 

6,075.0 0 

5,712.61 

1959 

6,120.00 

5, 005 .40 

I960 

6,653-31 

6,543.82 

1961 

9,916.61 

17  Mos.  8,275.82  17 

1962 

7,399.96 

6,955.31 

1963 

7,920.72 
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The  expense  account  included  an  automobile  on  a  rental  basis. 

It  also  included  &2S400.00  each  year  for  which  detailed  vouchers 
were  not  required. 

MEANS  TAKEN  BY  MR.  HATCH  TO  AUGMENT  HIS  INCOME: 

This  income  did  not  satisfy  Mr.  Hatch,  There  could  have 
been  no  quarrel  with  him  if  he  had  added  to  his  income  by 
outside  endeavours  if  these  endeavours  had  not  interfered  with 
his  responsibilities  as  supervisor  of  the  Association. 

Instead  he  took  the  following  means  to  augment  his 
income : 

1.  He  entered  into  secret  agreements  with  a  supplier  of 
cattle  and  received  part  of  the  profit  on  contracts  be- 
tween  the  supplier  and  members  of  the  Association  covering 
the  feeding  of  cattle. 

2.  Then  he  used  money  belonging  to  the  Association  to  purchase 
cattle  which  were  the  subject  matter  of  feeding  contracts 
between  the  supplier  and  members  of  the  Association  and 

on  which  Mr.  Hatch  received  secret  profits. 

3.  He  used  money  belonging  to  the  Association  to  enter  into 
a  transaction  in  which  he  received  a  share  of  the  calves 
produced  from  cows  bought  with  that  money, 

4.  He  took  ^6 j 600. 00  out  of  a  member^s  account  and  endeavoured 
to  the  last  to  conceal  it. 

5.  He  loaned  money  of  the  Association  to  a  non-member  and  also 
loaned  some  of  his  own  money  to  this  person.  According  to 
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evidence  presented  he  collected  all  of  his  own  money  and 
some  of  the  money  of  the  Association  from  this  person.  He 
has  not  accounted  to  the  Association  on  this  matter. 

6.  He  admitted  that  the  debit  in  an  account  of  the  Lethbridge 
Third,  Ward  was  his  responsibility. 

7.  He  concealed  the  above  two  accounts  and  another  account  of 
a  substantial  amount. 

£»  He  used  the  account  of  Riverview  Farms  as  a  bank  account 
with  substantial  overdraft  privileges. 

9.  He  continually  drew  money  from  the  Association  over  and 
above  his  salary  and  expense  accounts ,  which  money  was 
entered  in  two  advance  accounts. 

10.  As  the  writing  of  cheques  became  easier  and  easier  he 
acquired  an  interest  in  a  ranch  in  British  Columbia 
(Hin  Hat  Bom)  in  1963  and  wrote  cheques  in  the  amount  of 
about  &50y 000.00  for  this  purpose. 

11.  And  finally  he  entered  into  agreement-  s  with  Maloff  and 
Woolley.  In  the  one  case  he  was  receiving  a  kick  back 
on  commissions  earned  by  Maloff  in  purchasing  cattle  for 
the  Association  and  on  profits  on  cattle  sold  by  Maloff 
to  the  Association.  In  the  other  case  a  similar  arrange¬ 
ment  had  progressed  to  the  point  where  Hatch  valued  his 
interest  at  000.00. 

The  following  are  naAtives  of  the  events  included  in  the 

eleven  paragraphs  last  above  set  out. 
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STUART  W.  HATCH,  D.  L.  NILSSON  AND  SAM  KLINE 

Mr.  Williams,  the  auditor,  wrote  a  letter  to  Mr.  Houlton, 
the  President  of  the  Association,  on  October  3th,  1955*  Mr. 
Williams  confirmed  a  conversation  with  Mr.  Houlton  and  Mr. 

Hatch  in  which  Mr.  Williams  had  advised  him  of  an  irregular 
situation  discovered  by  Mr.  Williams  while  auditing  the 
books  of  the  Association. 

It  was  discovered  that  during  the  last  two  weeks  of  July, 
1954,  Hatch  and  Nilsson  had  received  $2,497*38  each  on  a  cattle 
feeding  deal  with  S.  Kline. 

It  was  also  discovered  that  during  the  1954-1955  year 
there  were  further  transactions  of  a  similar  nature  with  S. 
Kline  in  which  Hatch  and  Nilsson  had  received  $1,753*26  each. 
These  transactions  involved  cattle  feeding  by  6  members  of  the 
Association  on  which  Kline  made  a  substantial  profit  and 
shared  the  profit  with  Hatch  and.  Nilsson  who  each  received 
one  quarter  of  the  profit.  Mr.  Williams  went  on  to  say  that 
he  had  been  advised  that  there  were  some  further  transactions 
of  a  similar  nature  subsequent  to  July  31st,  1955* 

Mr.  Williams  went  on  to  point  out  that  at  any  time  a 
staff  member  had  a  financial  interest  in  member’s  livestock 
settlement,  then  the  situation  was  not  in  the  best  interests 
of  the  Association. 

Mr.  Williams  continued: 

,TWe  have  spoken  to  Mr.  Hatch  pointing  out  the 
danger  of  a  situation  of  this  nature  and  where  we  felt 
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it  was  wrong.  He  has  acknowledged  it  as  not  being 
good  for  the  Association  and  has  explained  to  us  how 
easily  he  had  walked  into  the  arrangement  with  Mr. 

Kline.  He  regrets  it  very  much  and  wuuld  like  the 
opportunity  to  carry  on  in  his  capacity  with  the 
Association  and  would  give  you  the  undertaking  that  he 
would  discontinue  associations  or  arrangements  of  this 
nature  henceforth, 

?  On  the  afternoon  of  30th  September ,  1955  this  situation 
was  reviewed  with  you  by  Stuart  and  myself  and  Stuart- 
made  his  own  explanation  to  you  of  how  the  situation 
occurred  and  his  pledge  for  the  future.”  (II  176-179) 
According  to  the  evidence  of  Mr.  Nilsson,  Mr.  Hatch  and 
ie  continued  to  walk  into  similar  arrangements  with  Mr.  Kline. 
After  referring  to  a  similar  feeding  agreement  in  1959,  Mr. 
Nilsson  was  asked: 

”Q  Now,  between  those  two  cheques,  the  dates  of  those 

two  cheques,  back  in  54-55,  and  the  items,  the  settle¬ 
ment  that  you  have  just  entered  as  an  exhibit,  were 
there  any  other  profits  that  you  received? 

A  Yes,  as  I  recall,  there  was. 

Q  Now,  on  how  many  instances,  and  in  what  amounts 
would  you  have  received  profits? 

A  Well,  I  couldn’t  tell  you  the  exact  amounts,  I 

think  that  we  fed  some  every  year  in  that  period. 

Q  You  have  no  idea  as  to  how  much  you 

A  I  couldn’t  say,  I  couldn’t  say.  I  just  remember 
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receving  some  profits  from  feeding. 

Q  Would  it  be  several  hundred  dollars,  or  would  it 
be  over  a  thousand,  or  over  two  thousand,  as 
these  cheques  indicate? 

A  There  would  be  some  that  would  be,  I  imagine,  over 
a  thousand  and  some  that  would  be  in  the  hundreds.” 

(XI  1692) 

According  to  the  evidence  of  Mr.  Nilsson  another  feeding 
agreement  was  made  with  Mr.  Kline.  In  this  case  the  Associa¬ 
tion  supplied  the  money  to  purchase  139  cattle.  They  were 
charged  to  the  account  of  H.  A.  Jones.  Jones  fed  them  on  a 
contract  whereby  he  was  to  be  paid  21  cents  a  pound  on  the 
gain.  The  cattle  were  then  sold.  According  to  a  statement 
filed  by  Nilsson,  the  profit  on  the  deal  was  $2,313.13  which 
was  to  be  divided  three  ways  between  Kline,  Hatch  and  Nilsson. 

Nilsson  purchased  a  1933  De  Soto  Automobile  for  $740.00. 
Hatch  gave  him  an  Association  cheque  dated  October  21st,  1939 
for  this  amount  payable  to  the  Vendor  "Four  Corner  Body 
Shop”.  This  cheque  was  charged  to  a  Jones  ledger  card,  "Jones 
H.  A.  Feed  a/c"  J4*  A  cheque  in  the  amount  of  $169.27  dated 
October  11th,  1939  was  charged  to  this  same  account  and  made 
payable  to  Jesse  Burrows.  This  was  in  payment  of  a  hot  water 
tank  installed  in  the  Lethbridge  home  of  Hatch.  (XI  1637  &  seq. 

There  is  a  debit  entry  in  the  ledger  card  of  H.  A.  Jones 
and  S.  Kline  as  follows: 

"October  13th,  1939  Tollestrup  Construction  12784 


$832.42" 
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As  Jones  had  no  knowledge  of  this  debit ,  the  suspicion  was 
raised  that  this  entry  was  of  a  similar  nature  to  the 
automobile  and  the  hot  water  tank.  However ,  no  evidence 
could  be  obtained. 

Hatch  gave  Nilsson  the  cheque  for  $740.00  in  part 
payment  of  Nilsson’s  share  of  the  profits.  (VIII  1142). 

There  was  a  cattle  feeding  transaction  on  a  contract 
basis  in  1959  between  Ray  Nelson  and  S.  Kline.  Mr. 

Nilsson’s  memory  on  this  transaction  was  hazy,  in  fact  I 
think  it  is  fair  to  say  that  his  recall  on  t  his  transaction 
came  in  instalments. 

However,  a  ledger  card  Ray  Nelson  N.A.B.  N  20  had  the 
following  debits  among  others: 

June  26th,  1959  Dogterom  Equipment  Ltd.  $265.00 

July. 22nd,  1959  Raymond  Agencies  $  76.12 

Mr.  Nilsson  admitted  that  the  cheque  of  the  Association  to 
Dogterom  Equipment  Ltd,  was  in  payment  of  an  account  for  a 
boat  trailer  which  he  purchased..  He  did  not  admit  that  the 
cheque  to  Raymond  Agencies  was  on  his  account.  However,  Mr. 
Keith  Hancock,  part  owner  of  Raymond  Agencies,  gave  evidence 
that  this  cheque  of  $76.12  was  in  payment  of  insurance  on 
Mr.  Nilsson’s  boat. 

A  cheque  dated  July  7th,  1959  in  the  amount  of  $319.00 
was  charged  to  this  account.  Evidence  by  Mr.  Parker  proved 
that  this  was  in  payment  of  a  water  softener  installed  in 
the  home  of  the  Supervisor  Hatch. 


. 


-  220  ~ 


O'Cher  cheques  charged  to  this  account  were: 

March  16th,  1959  Receiver  General  of  Canada  $164,05 

July  22nd ,  1959  Empire  Furniture  319.00 

July  22nd ,  1959  Scandia  Iron  Works  100.00 

For  reasons  previously  explained,  evidence  could  not  be  obtained 
concerning  these  cheques.  However,  I  am  convinced  that  they  were 
issued  under  circumstances  similar  to  the  other  cheques  in  this 
account . 

If  the  evidence  of  Mr.  Nilsson  is  correct,  then  Hatch  re¬ 
ceived  a  share  of  the  profits  on  another  feeding  agreement  with 
Kline  in  which  the  Association  paid  for  the  cattle  and  the  feed. 

The  entries  on  these  Kline  contracts  with  Jones  and  Nelson 
are  all  very  confusing. 

For  example j  on  October  13th,  1959  a  cheque  in  favour  of 
Sam  Kline  was  issued  in  the  amount  cf  $30,169.7$.  This  cheque 
was  charged  to  the  cattle  trading  account  at  that  time. 

Eight  months  later  on  June  24th,  I960  an  entry  appeared  in 
Journal  66  which  read  as  follows: 

Dr  S.  Kline  contracts 

Jones  1$, 018.08  J  14  IS, 018.03 

Nelson  12,151.70  N  14  12,151.70 

Or  Cat  tie  30,169.7$ 

See  Drover  (1$51$)  charge  cattle 

This  is  a  good  example  of  the  confused  bookkeeping  on  these 
accounts  when  $30,000.00  can  disappear  into  the  cattle  trading 
account  for  eight  months  and  presumably  leave  the  Jones  and  Nelson 
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accounts  with  extra  credits  for  this  amount.  Mr.  Williams  said 
it  would  take  two  auditors  a  period  of  three  months  to  find  out 
if  there  are  any  other  items  in  the  cattle  trading  account  which 
should  not  be  there. 

Mr.  Hatch  continued,  his  participation  in  sharing  in  contract 
feeding  operations  as  shown  in  the  next  heading. 
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STUART  W.  HATCH  AMD  EMERY  ALSOP 

In  the  latter  part  of  1961  Emery  Alsop,  Stuart  Hatch,  and 
an  unknown  ^hird  person  entered  into  a  cattle  feeding  transaction. 
Hatch  had  a  half  interest,  Alsop  had  a  sixth  interest  and  the 
unknown  person  had  a  third,  interest  , 

1.61  cattle  were  purchased.  Mr.  Hatch’s  share  of  the  pur¬ 
chase  price  was  $15*534-20.  Mi .  Hatch  sent  J.  A.  Alsop  Ltd., 
the  cheque  of  the  Association  in  the  amount  of  $15*534-20. 

The  cattle  were  fed;  the  cattle  were  sold  and  the  profit 
coming  to  Mr.  Hatch  was  $2,031.93-  On  August  23rd,  1962,  J.  A. 
Alsop  Limited  added  the  sum  of  $15,534.20  received  from  Hatch 
(really  from  the  Association.)  to  the  profit  of  $2,031.93-  The 
addition  came  to  $17*616.13  and.  this  amount  was  sent  on  that 
day  by  cheque  payable  to  Mr.  Hatch.  On  September  5th,  1962 
the  sum  of  $12,616.1.3  was  credited  to  the  account  of  A.E. 

Alsop  in  the  Association  ledger.  In  other  words,  $5*000.00  had 
been  deducted  from  the  Alsop  cheque  before  its  proceeds  were 
credited  to  the  Alsop  account  on  the  books  of  the  Association. 

Mr.  Hatch  agreed,  to  return  the  $5,000.00  at  a  meeting 
with  the  auditors  on  June  13th,  1964-  He  was  charged  interest 
in  the  amount  of  $531.32  and  the  total  is  included,  in  the  state¬ 
ment  of  the  auditor  on  Page  16  of  the  Special  Report. 
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STUART  W.  HATCH  AND  CENTRAL  CATTLE  COMPANY, 

GLEN  MEEKS  AND  REX  MEEKS. 

The  following  is  an  extract  from  the  minutes  of  a  meeting 
of  the  Board  of  Directors  held  on  April  14th,  1939. 

"The  supervisor  discussed  the  stock  cow  company  that  he 
was  in  the  process  of  organizing  and  described  the 
function  of  it  as  a  rental  agreement  on  cows.  The  Board 
discussed  it  thoroughly  and  in  the  discussion  instructed 
him  to  look  into  the  leasing  of  land  (grass  land)  by  the 
Association  on  a  community  pasture  basis.  During  this 
discussion  Mr.  Keeler  moved  the  following  resolution. 

That  the  Supervisor  be  authorized  to  contact  the  lands 
Department  in  Edmonton  about  available  lease  land  that 
the  Association  make  an  attempt  to  secure  it  and  that  it 
be  worked  out  on  a  membership  basis  to  stock  it.  Seconded 
by  Ed  Reynolds.  Carried." 

I  cannot  understand  how  the  resolution  related  to  the  stock  cow 
company,  but  I  thought  that  the  item  should  be  quoted  in  full. 

The  minutes  of  the  meeting  of  the  Board  held  on  June  15th, 
1959  contains  the  following  minute: 

"The  question  was  raised  regarding  the  cow  operation 
previously  discussed  and  a  motion  was  moved  by  Dave  Keeler 
that  the  Supervisor  be  a  shareholder  only,  not  active  in 
the  management  and.  that  all  business  be  transacted  through 
the  Association  for  which  a  commission  will  be  paid  by  the 
cattle  company.  Seconded  by  Doug  Paxman,  Carried." 
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The  President  of  the  Association  could  not  recall  these  resolutions 
and  recalled  nothing  at  all  about  Central  Cattle  Co.  (IV  489- 
491). 

Mr.  Stevens,  a  member  of  the  Board,  thought  the  matter  had  been 
dropped  and  knew  nothing  about  Central  Cattle  Co.  (IV  544-543). 

Mr.  Paxman,  another  member  of  the  Board,  could  not  recall  the 
motions.  (IV  565) 

In  the  summer  of  1959  Mr.  Hatch  entered  into  a  transaction 
with  Glen  Meeks  and.  Rex  Meeks  in  which  Mr.  Hatch  agreed  to  supply 
cows  to  Glen  Meeks  and  Rex  Meeks  on  a  basis  that  Mr.  Hatch  would 
be  entitled  to  40  per  cent  of  the  calf  crop  each  year.  Glen 
Meeks  and  Rex  Meeks  would  keep  all  the  calves  and  pay  Hatch  in 
cash  for  the  value  of  4-0  per  cent  of  them.  (VII  980  and  seq.) 

On  July  8th,  1959  the  Association  paid  Fred  Warburton  $4,250.00 
for  1?  cows  and  calves.  With  commission  added,  the  amount  of 
$4,284.00  was  charged  to  Central  Cattle  Company,  This  was  the 
unregistered  trade  name  under  which  Mr.  Hatch  had  decided  to 
carry  on  this  arrangement  with  Glen  Meeks  and  Rex  Meeks.  The 
cows  were  delivered  to  Rex  Meeks.  On  August  3rd,  1959,  the 
Association  paid  H.  G.  Houlton  $3,760.00  for  21  heifers  and  with 
trucking  costs  added,  the  amount  of  $3,820.10  was  charged  to 
Central  Cattle  Company.  The  heifers  were  delivered  to  Glen 
Meeks.  On  August  5th,  1959  the  Association  paid  Edwin  Palmer 
$3? 325. 00  for  19  heifers  and  with  commission  added,  the  amount 
of  $3 >375* 90  was  charged  to  Central  Cattle  Co.  These  heifers 
were  delivered  to  Rex  Meeks.  (VII  995  and  seq.) 
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Mr.  Hatch,  Glen  Meeks  and  Rex  Meeks  were  in  a  cattle  deal 
from  which  Hatch  would  derive  substantial  profits  and  all  with 


the  use  of  $11,430.00 


he  Association.  Hatch  did  not 


invest  a  cent. 

On  April  13th,  I960  Rex  Meeks  settled  for  17  calves  at 
$40.00  a  calf  or  $630.00.  The  settlement  was  made  by  a  journal 
entry  63  in  which  Rex  Meeks  account  M  10  was  debited  with  $630.00 
and  Central  Cattle  Co.  was  credited  with  $630.00. 

Then  on  July  31st,  I960  by  Journal  J  63  Voucher  V  75,  the 
sum  of  $6,996.00  was  taken  out  of  the  account  of  H.  A.  Jones 
and  credited  to  the  account  of  Central  Cattle  Co.  It  will  be 
remembered  that  $6,600.00  had  been  taken  out  of  the  account  of 
Owen  King  without  his  knowledge  and  consent  and  placed  in  the 
account  of  Jones  without  his  knowledge,  a  year  previous. 

One  years  interest  had  been  added  and  debited  to  Jones  before 
the  item  was  transferred  to  Central  Cattle  Co.  On  the  same  day 
interest  in  the  amount  of  $633.62  was  debited  to  the  account. 

On  April  29th,  1961  Glen  Meeks  and  Rex  Meeks  again  made 
settlement  with  Hatch  for  40  per  cent  of  the  calves. 

Journal  entry  J  79  V  143  read  as  follows: 

Dr  Glen  Meeks  M3  $  340.00 


M  10  $1,440.00 

C  67 


Dr  Rex  Meeks 


$2,230.00 


Cr  Central  Cattle 


(Transferred  from  Central  N.A.B.  to  members) V  143 
Again  on  December  29th,  1961  another  settlement  was  made  in  the 
following  journal  entry. 
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Dr  Glen  Meeks 


Dr  Rex  Meeks 


Mg  $  $40 . 00 

M10  $1,440.00 


Cr  Central  Cattle  Co.  C67 


$2 , 2$0 . 00 


57  Calves  @  40.00 

So  that  by  now  Rex  Meeks  has  paid  Hatch  40  per  cent  of  3  calf 
crops  and  Glen  Meeks  has  paid  Hatch  40  per  cent  of  2  calf 
crops.  And  with  Association  money  because  all  items  were 
charged  to  the  Association  ledger  accounts  of  Rex  Meeks  and 
Glen  Meeks . 

On  December  14th,  I960  Hatch  withdrew  $1,500.00  in  cash 
from  this  account. 

The  auditor  did  not  know  that  Hatch  was  interested  in 
Central  Cattle  Co.  Apparently  he  thought  that  this  cheque  had 
been  charged  to  Central  Cattle  Co.  in  error.  So  on  December 
31st,  1961  Central  Cattle  Co.  was  credited  with  $1,150.00  and 
S.W.  Hatch  N.A.B.  account  was  debited. 

Interest  in  the  amount  of  $361.71  was  added  on  December 
31st,  1961. 

On  June  7th,  1962  the  following  item  appeared  in  the  Journal: 

Dr  Rex  Meeks  M10  $$,325.00 

37  @  225.00 

Cr  Central  Cattle  Co.  C67  $$,325.00 

Sale  of  37  cows  and  calves  V  276 
The  result  of  this  entry  was  that  the  cows  in  the  possession  of 
Rex  Meeks  which  had  appeared  in  the  ledger  card  of  Central  Cattle 
Co.  (and  thereby  a  joint  liability  of  Hatch  and  Meeks)  were  now 
safely  charged  to  the  ledger  account  of  Rex  Meeks. 
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Then  on  July  11th,  1962  the  following  item  appeared  in  the 
Journal . 

Dr  Glen  Meeks  4,500.00 

Or  Central  Cattle  Co.  4,500.00 

Sale  of  20  cows  and  calves  @  225.00 

The  cost  of  the  cows  in  the  possession  of  Glen  Meeks  was  now 
charged  to  his  personal  ledger  card. 

Central  Cattle  Co.  was  out  of  the  cow  and  calf  operation. 

But  there  was  a  substantial  amount  of  money  in  the  account  in¬ 
cluding  the  $6,996.00  which  had  been  taken  from  King  via  Jones 
and  placed  in  the  account. 

On  June  11th,  1962  the  following  journal  entry  appeared: 


Dr 

Central  Cattle 

(N.A.B. ) 

C 

67 

4,962.23 

Cr 

S.W.  Hatch 

N.A.B. 

H 

95 

4,962.23 

Cr 

Interest 

315.91 

Dr 

S.W.  Hatch 

N.A.B. 

H 

95 

315.91 

V  27S 

By  this  entry  Hatch  extracted  $4,962.23  out  of  the  accant  and 
paid  interest  in  the  amount  of  $315*91. 

The  account  of  S.W.  Hatch  N.A.B.  H  95  to  which  this  credit 
of  $4,962.23  was  transferred  will  be  considered  later  in  this 
report.  Until  it  is  discussed  the  reader  will  wonder  at  the 
exact  amount  of  this  transfer  down  to  the  23  cents. 

On  June  11th,  1962  Hatch  issued  a  cheque  to  Charlton  &  Hill 
in  the  amount  of  $5$5.00  and  charged  it  to  the  account  of  Central 
Cattle.  The  voucher  read  "on  a/c".  On  account  of  what? 


. 
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Charlton  &  Hill  are  roofers  and  tinsmiths.  I  am  convinced  that 
this  cheque  was  issued  in  payment  of  a  personal  account  of  Hatch. 

On  July  20th,  1962,  the  Supervisor  wrote  a  cheque  of  the 
Association  to  himself  in  the  amount  of  $5 , 233. 44. 

The  voucher  on  which  this  cheque  was  based  read  as  follows: 

Sale  of  Cows  and  expenses  5,233-44 

Central  Cattle  Co.  N.A.B.  4 , 933- 44 

Supervisor  Travel-Kamploops  Expense  250.00 
Now  there  was  $2,000,00  left  as  a  credit  in  the  account  of  Central 
Cattle  Co. 

But  the  Supervisor  had  taken  care  of  this  on  a  previous  date. 
On  May  23th,  1962,  the  Supervisor  wrote  a  cheque  of  the 
Association  number  2099  to  himself  in  the  amount  of  $2,000.00 
and  charged  to  a  new  N.A.B.  ledger  card  M  12  in  the  names  of 
Meeks  Brothers. 


On  July  2.3rd,  1962  the  Supervisor  transferred  the  credit 
of  $2,000.00  remaining  in  the  account  of  Central  Cattle  Co.  to 
the  ledger  card  M  12  of  Meeks  Brothers  thus  giving  a  nil  balance 
to  both  ledger  accounts.  The  two  items  of  debit  and  credit  of 
$2,000.00  are  the  only  items  in  M  12. 

Mr.  Hatch  received  the  following  credits  from  the  Central 


Cattle  account.. 

May  23,  1962 

June  11,1962 
June  11,1962 
July  19 5 1962 


Cheque  charged  to  Meeks  Bros. 

and  finally  charged  to  Central 

Cattle  Co.  on  July  23,  1962  $2,000.00 

4,962.23 

Charlton  &  Hill  535.00 

4 « 933  .44 


$12,530.77 


- 
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The  sum  of  $6,996.00  taken  from  King  via  Jones  was  in  this 
amount . 

Hatch  endeavored  to  conceal  this  item  on  March  19th,  1964 
when  he  charged  $6,000.00  to  Jones  in  Journal  entry  V  517 
and  returned  it  to  King.  Even  as  late  as  May  22nd,  1964  Mr, 
Hatch  was  successful  in  concealing  this  taking  of  $6,600.00 
from  the  account  of  Owen  King. 

At  a  full  meeting  of  the  Board  held  on  May  22nd,  1964?  at 


which  Hatch  attended,  the  minutes  contained  the  following: 

”Mr .  Williams  discussed  a  transfer  of  $6,996.00  to  Central 
Cattle  account.  It  was  of  a  trust  nature.  Board  approval 
for  no  further  investigation.” 

Finally  on  July  14th,  1964  Mr.  Hatch  agreed  that  the  sum 
of  $6,996.00  less  $600.00  owing  to  him  by  King  was  owing  by  him 
to  the  Association.  The  amount  was  included  in  a  settlement 
with  Mr.  Hatch  as  shown  on  page  16  of  the  Special  Report  of  the 
Auditor,  Exhibit  A.  9. 
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STUART  W.  HATCH  AND  M.  H HIDE 

A  cheque  of  the  Association  was  issued  on  the  2  3th  of  Nov¬ 
ember  19 5 3  in  the  amount  of  $2,450.05  in  favour  of  M.  H.  Hyde. 
This  money  was  turned  over  to  his  son,  Don  Hyde .  In  addition, 
the  supervisor  Hatch  advanced  $1,000.00  of  his  own  funds  to 

M.  H.  Hyde  and  this  money  was  also  turned  over  to  Don  Hyde. 

Don  Hyde  signed  a  promissory  note  in  the  amount  of  $1,000.00 
to  M.  H.  Hyde.  This  note  was  endorsed  "Pay  to  the  Order  of 

S.  W.  Hatch*.1  Don  Hyde  gave  a  chattel  mortgage  to  hisfather  in 

the  amount  of  $3,450.05*  Neither  M.  H.  Hyde  nor  Don  Hyde  were 
engaged  in  cattle  feeding  in  any  manner  whatsoever.  This  loan 
was  made  without  the  knowledge  of  the  Board  or  the  Bank,  Don 
Hyde  gave  evidence.  (X  1568  and  seq.)  He  repaid  the  note  for 
$1,000.00.  The  accumulated  interest  on  the  note  was  $110.31* 

Mr.  Hatch  rebated  this  interest. 

Mr.  Hatch  gave  a  statement  to  Mr.  Peterson  on  July  1964 
from  which  it  would  appear  that  Hyde  repaid  $1,630,00  to  Hatch. 
(Evidence  of  Williams  11  165*  Exhibit  A  15).  If  this  is  correct 
Hatch  has  $6304)0  of  Association  funds  for  which  he  has  not 
accounted . 

Interest  was  added  to  the  amount  in  the  Association  ledger 
card  in  the  amount  of  $93.66  on  July  31st,  1959  and.  $153*29 
on  the  31st  of  July  I960.  Mr.  Hatch  abolished  the  resulting 
balance  of  $2,702.00  on  December  15th,  1961  by  a  Journal  entry 
which  will  be  considered  under  the  heading  S.  W.  Hatch  and  Adolf 


Karl . 


* 
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STUART  W.  HATCH  AMD  LETHBRIDGE  3RD  WARD . 

There  is  a  ledger  card  L  10  in  the  records  of  the  Associa¬ 
tion  in  the  name  of  Lethbridge  3rd  Ward,  The  card  started  with 
a  credit  entry  on  March  9th,  1934 *  It  ended  on  December  13th 
with  an  entry 

"cattle  cleaned  out  Dec .  13  1961 
Journal  2  V  2 OS  Or  3 9 320. 21", 

This  entry  had  the  effect  of  wiping  out  a  debit  balance  of 
$3,320.21.  This  amount  of  $3 , 320.21  was  also  included  in  the 
Journal  entry  which  will  be  considered  under  the  heading  S.  W. 
Hatch  and  Adolf  Karl. 

There  are  several  entries  in  this  account  which  cannot  be 
explained  without  the  assistance  of  Mr.  Hatch. 

For  example,  a  cheque  dated  rebruary  19th,  1957  in  the 
amount  of  $3? 000.00  and  made  payable  to  "Lethbridge  3rd  Ward 
Project  Committee".  It  would  appear  that  this  cheque  was  dep¬ 
osited  in  the  Imperial  Bank  on  February  21st,  1957  in  an  account 
of  Stuart  W.  Hatch  and  that  the  deposit  slip  in  which  this  cheque 
was  included  for  deposit  had  the  following  item: 

DN  ) 

) 

SH  )  $3,000 

Calves  ) 

This  bank  account  was  quite  active  between  December  1956 
ana  June  of  195$ •  It  may  very  well  be  that  the  account  had  some 
reference  to  Third  Ward  activities. 

Another  unexplained  item,  was  the  transfer  of  $2,400.00  on 


- 
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July  31st,  195S  from  the  account  cf  .Mehew  and  Johansen  to  this 
account  of  the  3rd  Ward.  Neither  Mehew  or  Johansen  could  give 
any  explanation  cf  this  item. 

However,  in  a  memo  found  in  the  desk  of  Mr.  Hatch,  the 
Lethbridge  3rd  Ward  was  included  in  the  statement. 

"In  case  of  anything  happening  to  me 
Personal  accounts  are 

(2)  Lethbridge  3rd  Ward  3 ,000  " 

Hatch  assumed  responsibility  for  the  amount  of  $3 , 320.21 
and  it  is  contained  the  agreed  account  on  page  16  of  the 
Special  Report  of  the  Auditor. 
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RE  PACIFIC  MEAT  COMPANY 


Prior  to  1957  the  Association  carried  on  a  great  deal  of 
business  with  Pacific  Meat  Company.  Pacific  Meat  Company 
supplied  a  large  portion  of  contract  cattle  to  members  of  the 
Association  after  the  foot  and  mouth  crisis.  The  dealings 
were  in  terms  of  hundreds  of  thousands  of  dollars.  The  account 
was  closed  in  1957  with  a  debit  balance  of  $4,733 .27*  A  credit 
of  $80.19  was  entered  on  December  10th,  I960  leaving  a  debit 
balance  of  $4/708.08.  The  supervisor  advised  the  auditor  that 
this  covered  a.  load  of  cattle  which  Pacific  Meat  had  not 
settled  for.  (II  161). 

This  amount  of  $4/708.08  was  also  abolished  on  December 
15th,  1961  by  a  Journal  entry  which  will  be  considered  under 
the  heading  of  S.  W.  Hatch  and  Adolph  Karl. 
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STUART  W.  HATCH  AND  ADOLF  KARL. 

On  December  19th,  1961,  44  cattle  were  delivered  to  Adolf 
Karl  A  membership  ledger  account  K  3  was  opened  in  his  name 

with  a  debit  of  $4, 720.24  covering  the  cost  of  these  cattle. 

On  December  27th,  1961  Karl  paid  in  $15,000.00  to  the  Associa¬ 
tion  and  this  amount  was  credited  to  his  account. 

Then  a  journal  entry  appeared.  It  was  contained  in  voucher 
20$  and  read  as  follows: 

Dec.  .15,  1961  Dr  A.  Karl  101  calves  10,730.29 

Or  Pacific  Meat  45  N.A.B.  4,703.0$ 

Cr  Leth.  3rd  Ward  33  N.A.B. cow  a/c  3,320.21 
Cr  M.H.  Hyde  23  N.A.B.  Calves  2,702.00 
This  was  a  clever  falsification  of  records.  Karl  did  not 
receive  any  calves.  The  number  of  calves  supposed  to  have  been 
delivered  by  Pacific  Meat,  45,  Leth.  3rd  Ward,  33,  and  M.  H. 

Hyde,  23,  added  up  to  101  which  Karl  was  supposed  to  have  re¬ 
ceived.  As  noted  above  none  of  these  three  accounts  had  any 
cattle.  The  whole  entry  was  a  scheme  to  do  away  with  three 
accounts,  Pacific  Meat  which  no  one  could  explain,  Lethbridge 
3rd  Ward  for  which  Hatch  was  responsible,  and  Hyde  on  which 
Hatch  had  given  out  Association  funds. 

In  the  month  of  January,  1962,  the  Association  issued  a 
cheque  for  $15,000.00  to  Karl.  This  was  not  entered  in  Karl?s 
ledger  account  but  was  charged  to  the  Cattle  Trading  Account. 

Then  on  March  3th,  1962  the  following  Journal  Voucher  236  appeared 


' 
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Dr  Adolf  Karl  K  4,269-71 

Cr  Cattle  4,269-71 

Year  end  adjustment  to  account. 

This  debit  of  $4,269*71  was  entered  in  Ka.rl!s  ledger  card  and 
everything  was  balanced. 

Karl  had  in  the  end  received  back  the  $10,730.29  which  he 
was  charged  with  on  December  15th,  1961;  the  troublesome 
balances  due  from  the  Pacific  Meat,  M.  H.  Hyde  and  Lethbridge 
3rd  Ward  had  been  done  away  with  by  dumping  them  into  the 
Cattle  Trading  Account  which  had  never  been  balanced  since  1957- 
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STUART  tf.  HATCH  AND  RIVERVIEW  FARMS 

Mr.  Thomas  H.  Hatch  carried  on  ranching  and  farming  for  many 
years  on  land  situated  on  the  St.  Mary1? s  River  east  of  Cardston, 
Alberta . 

He  died  on  November  2$th,  I960  leaving  five  children, 
including  Stuart  W.  Hatch.  Mr.  Hatch  left  his  property  to  his 
sons  and  daughters  in  equal  shares. 

The  following  minute  was  contained  in  the  Minutes  of  the 
meeting  of  the  Board  of  Directors  held  on  February  13th,  1961. 

”The  application  of  Riverview  Farms  for  a  credit  of 

$5,000.00  was  moved  that  it  be  accepted  by  Dave  Keeler, 

seconded  by  Pat  Stevens.  Carried.” 

Exhibit  B  6,  being  the  Statement  of  approved  credits  dated 
June  21st,  1961  showed  the  old  credit  of  Riverview  Farms  at 
$10,000.00  and  the  new  credit  at  $15 , 000.00.  The  remarks  column 
read,  "net  worth  $7$, 000.00.  Mr.  Hatch  a  l/3  partner,  acquired 

from  father^s  estate  good.” 

Exhibit  B  7  being  the  similar  statement  dated  May  11th, 

1962  showed  the  new  credit  at  $30,000.00. 

The  statement  for  March  31st,  1963  indicated  that  less  credit 
was  required  and  showed  the  new  credit  at  $20,000.00. 

Why  the  supervisor  should  state  in  this  last  report  that 
Riverview  Farms  had  a  nil  balance  on  the  books  of  the  Association 
on  November  13th,  1962  is  difficult  to  imagine.  The  balance  on 
that  day  was  $7? 116.37  after  two  credits  were  entered  on  that 
same  day  which  reduced  the  debit  balance  from  $12,792.5$. 
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The  ledger  account  R  3  was  opened  on  March  31st,  1961  with 
a  debit  of  $3,750*00  resulting  from  a  journal  entry  J  77  V  133 
which  read  as  follows* 

Dr  Riverview  Farms  $5 , 750.00 

Cr  Accounts  receivable  $3,230 

Cr  Purchase  deposits  $  300 

(Purchase  deposit  and  accts.  Rec. 
transferred  to  members  accH.) 

My  understanding  is  that  a  purchase  deposit  meant  that  the 
Association  had  made  a  deposit  of  $300.00  on  cattle  which  were 
to  be  delivered  to  the  Association  by  the  person  or  firm  re¬ 
ceiving  the  deposit.  The  ledger  card  showed  that  no  cattle  were 
received  by  the  Association  which  were  credited  to  this  ledger 
card  until  October  1961. 

Then  the  first  of  nine  debits  covering  cheques  to  the 
Manufacturers  Life  Insurance  Co.  and  the  North  West  Mutual  Life 
Insurance  Co.  appeared.  These  were  as  follows: 


June 

20, 

1962 

Manufacturers 

Life 

$ 

5 SI. 00 

April  30, 

1962 

Manufacturers 

Life 

$ 

265.00 

May  17 

Manufacturers 

Life 

$ 

316.00 

Nov. 

16, 

Manufacturers  Life 

Life  Insurance  on  David 

$ 

878.00 

Nov . 

26 

Manufacturers 

Life 

$ 

265.00 

Dec . 

20 

Manufacturers 

Life 

$ 

200.00 

Sept 

•  9  j 

1963 

North  West  Mutual 

$ 

617.00 

Oct . 

22, 

1963 

Manufacturers  Life 

$ 

521.25 

Nov. 

19, 

1963 

Manufacturers 

Life 

$ 

621.75 
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These  cheques  had  nothing  to  do  with  the  feeding  of  cattle. 

There  were  several  cheques  charged  to  this  account  on  which 
vouchers  contain  no  explanation,  vizs 


June 

20, 

1961 

Sherman  Young 

$ 

383.25 

July 

19, 

1961 

T.  R.  Hatch 

1436 

$ 

500.00 

May  25, 

1962 

C.T.B.C.  $3 24 *75 VIS, 

•2491 

$ 

355.11 

Oct. 

4, 

1962 

Imperial  Bank  - 
Sherman  Young 

3124 

$ 

749.21 

Oct . 

24, 

1962 

Danny  Hatch 

3266 

$ 

118.00 

Nov. 

19, 

1962 

David  Hatch 

3468 

$ 

151.49 

Nov. 

26, 

1963 

Mrs .  Pearl  Hatch 

3646L 

$ 

168.93 

Dec . 

1963 

U.S.  Money  Order 

5727L 

$1 

,000.00 

for  Mrs*  H.  Young 


On  June  20th,  1961  a  cheque  917  was  issued  to  Lethbridge 
Exhibition  Board  in  the  amount  of  $1,190.00*  The  voucher  was 
marked  "Deposit  on  calves".  Between  October  10th,  1961  and 
October  31st,  1961  Riverview  Farms  delivered  71  cattle  to  the 
Association  for  sale.  The  net  credit  was  $6,703*31  and  a  cheque 
marked  "Settlement"  in  the  amount  of  $4,500.00  was  issued  to 
Riverview  Farms  leaving  a  debit  of  $6,260*91. 

On  November  9th,  1961  W.  E.  Meeks  delivered  4  heifers  to 
Riverview  Farms  at  a  debit  of  $700 . 00  and  on  November  30th, 

1961  a  journal  entry  charged  the  farm  with  2  heifers  from  Rex 
Meeks  at  a  value  of  $350.00. 

On  December  14th,  1961  Riverview  Farms  paid  $2,000.00  into 
the  account.  On  January  5th,  1962  the  Association  issued  cheque 
^  1$44  to  Riverview  Farms  in  the  amount  of  $5,000.00.  The 
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Toucher  backing  this  cheque  read,  ”Bal.  Settlement  on  calves 
5 s 000.00”.  What  calves?  The  issue  of  this  cheque  raised  the 
debit  balance  of  Riverview  Farms  to  $10,446. 60. 

On  February  15th,  1962  39  heifers  and  55  cows  were  delivered 
to  the  Farm  by  the  Association  at  a  cost  of  $1$,233 °30. 

On  May  15th,  1962  5  heifers  were  sold  netting  $750. $2.  On 
June  11th,  1962  John  Lengyl  was  paid  $150.00  for  hauling  2  loads 
to  pasture  at  Lundbreck.  On  July  17th,  1962  the  Association  paid 
$7 , 334. 40  for  2$  cows  and  calves,  5  yearlings  and  1  bull  placed 
with  the  Farm.  On  August  2nd,  1962,  $1,000.00  was  paid  to  Tony 
Pitfieid  at  Maycroft  for  pasture.  On  August  24th,  1962,  the 
Association  paid  $3,277*00  for  10  cows  and  10  calves  placed  with 
the  farm. 

On  October  14th,  1962,  125  cows  @  190.00  were  transferred 
by  Journal  Voucher  J  23  V  209  from  the  farm  to  S.  Toly  thereby 
crediting  Riverview  Farm  with  $23,750.00.  (On  October  15th, 

1964  Toly  still  owed  the  Association  $33, $46.61).  By  October 
15th  and  October  23rd,  1962  the  Riverview  Farm  sold  69  steers 
and  60  heifers  at  a  net  price  of  $14, 42$. 35.  An  Association 
cheque  was  issued  to  Riverview  Farm  on  October  24th,  1962  for 
$7,000.00  and  the  Voucher  was  marked  ” Settlement” .  This  left 
the  debit-  at  $12,006.63. 

During  November  1962,  3  cows,  40  steers  and  2$  heifers  were 

sold  for  a  net  of  $7, $11.9$.  On  November  $th,  1962  a  cheque 

was  given  to  the  Holding  Pen  by  the  Association  in  the  amount  of 
to 

$1,633.05  /replace  a  cheque  of  the  Holding  Pen  dated  October 
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31,  1962  payable  to  A,  C.  Pitfield  for  pasture.  An  advance  of 
$1, 500.00  was  made  to  Hatch  on  January  7th,  1963  and  an  advance 
of  $4*000.00  was  made  to  Riverview  Farms  on  January  l$th,  1963. 

Between  January  7th,  1963  and  September  25th,  1963  49  cows 
and  heifers  and  2  bulls  were  sold  for  $5*450.11. 

An  advance  of  $1,000.00  was  made  to  Riverview  Farms  on 
April  9th,  1963. 

On  May  31st,  1963  2  bulls  were  debited  to  the  account  at 

$$$0£>0.  v 

With  reference  to  the  cheque  dated  September  9th,  1963  in 
favour  of  Northwestern  Mutual  Life  Insurance,  the  cheque  was 
payable  in  TT.S.  funds  in  the  amount  of  $617. 00.  When  the  cheque 
was  returned  to  the  bank  for  cashing,  $51.40  was  added  for  TT.S. 
Premium  and  charges.  I  cannot  find  where  this  amount  of  $51.40 
was  charged  to  the  Riverview  account. 

On  September  30th,  1963  the  Association  issued  its  cheque 
in  the  amount  of  $1,000.00  to  the  Holding  Pen  to  replace  a  cheque 
issued  by  the  Holding  Pen  to  Riverview  on  September  29th,  1963. 

Riverview  Farms  took  possession  of  19$  steers  and  2  heifers 
for  feeding  on  October  19th,  1963  at  a  total  cost  of  $24*969*7$. 
These  were  part  of  the  large  number  of  calves  bought  by  the 
Association  from  the  Knight  and  Cochrane  Ranches  at  a  premium. 

2  heifers  were  sold  for  $301.04  and  3  steers  were  sold  for 
$504.69  on  October  22nd,  1963* 

A  cheque  was  issued  by  the  Association  to  the  Holding  Pen 
on  October  2$th,  1963  in  the  amount  of  $2,300.00.  This  replaced 


a  cheque  of  the  Holding  Pen  #  1711  dated  October  22nd,  1963  in 
the  amount  of  £2,300.00.  This  cheque  was  issued  to  Peters  Farm 
Supply  (Pete  Maloff,  the  partner  of  Hatch  mentioned  elsewhere  in 
this  report)  in  payment  of  a  grain  grinder  sold  by  Peters  Farm 
Supply  to  Riverview  Farms . 

A  cheque  was  issued  to  River view  Farms  on  October  31st, 

1963  in  the  amount  of  £1,000.00.  On  the  same  day  the  Holding  Pen 
paid  in  £2 , 000. 00  to  the  credit  of  Riverview  Farms  on  a  settlement 
between  Riveryiew  Farms  and  Dan  Weasel  Fat.  According  to  the 
statement  of  Hatch  to  the  Board*  Riveryiew  sold  23  cows  to 
Weaselfat  on  a  basis  of  $2, 000. 00  a  year  for  three  years, 

(Minutes  -  Board  of  Directors  Aug,  4?  1964)® 

Cgilvie  Five  Roses  received  £512.00  on  November  13th,  1963 
for  Beef  Supplement  supplied  to  Riveryiew  Farms,  On  November  1st 
andl2th,  1963?  16  heifers  and  33  cows  were  sold  for  $3, 947® 63. 

Mr.  Hatch  paid  in  a  cheque  for  £7,500.00  on  December  31st, 

1963 .  It  appeared  that  this  money  came  from  the  account  of 
Pete  Maloff  in  the  Treasury  Branch  at  Pincher  Creek  on  which  Hatch 
held  a  power  of  attorney. 

The  Association  issued  a  cheque  to  the  Holding  Pen  on  Feb¬ 
ruary  4th,  1964  in  the  amount  of  £6,150.00. 

This  replaced  cheque  #  1717  issued  by  the  Holding  Pen  in 
January,  1964  in  favour  of  Riverview  Farms  in  the  amount  of 
£6,000.00,  plus  another  cheque  for  £150.00  issued  at  the  request 
of  Riverview  Farms . 

1  cow  1  calf  were  sold  on  July  30th,  1964  for  £206,09 
1  steer  was  sold  on  October  6,  1964  for  £126.75® 
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Perrett  and  Lengyl  moved  248  cleaver  brand  cattle  (156  of 
Riverview  and  94  of  0.  King)  from  Calgary  to  Glenwood  on  Sept¬ 
ember  24th,  1964*  The  freight  bill  was  divided  $330.00  to 
Riverview  and  $200.00  to  0.  King.  These  cattle  had  been  on 
pasture  with  M.  M.  McAlister  at  Midnapore. 

209  steers  and  5  heifers  were  sold  on  November  6th,  1964 
for  a  net  of  $29*929.65.  One  steer  was  sold  on  November  24th, 
1964  for  $121.46. 

This  left  a  debit  owing  by  Riverview  Farm  to  the  Associa¬ 
tion  in  the  amount  of  $3 *407. $7  which  according  to  the  latest 
information  I  have  received,  has  not  been  paid. 

Stuart  W,  Hatch,  D.  Ma  Hatch  and  Henrietta  Young  sold 
Riverview  Ranch  to  the  Hutterian  Brethren  of  East  Cardston 
Colony  for  $123 * 550.00 . 

In  view  of  the  handsome  price  received  by  the  owners  of 
Riverview  Ranch  on  the  sale  of  it  in  August  1964*  it  is 
strange  that  they  have  not  seen  fit  to  pay  the  balance  of  this 
account . 

The  facts  show  that  besides  using  the  account  of  Riverview 
Ranch  for  the  intended  purpose,  i.e.  credit  for  the  purpose  of 
feeding  and  fattening  cattle,  Hatch  used  this  account  as  a  bank 
account  with  substantial  overdraft  privileges. 
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STUART  W.  HATCH  -  ADVANCE  ACCOUNT 

♦ 

As  previously  referred  to,  the  following  minute  appeared 
in  the  minutes  of  the  Board  of  Directors  held  on  September  l&th, 
1957. 

"Mr .  John  A.  Williams  then  gave  the  Steinberg  Statements 
and  then  he  reviewed  the  Lethbridge  Central  Feeders 
statements.  On  motion  arising  from  the  statements  by 
Rulon  Dahl,  that  the  advances  be  discontinued  to  the 
staff,  and  that  the  present  outstanding  balances  be  placed 
on  a  reasonable  collection  basis  that  will  not  be  embar¬ 
rassing  to  the  staff  members  concerned." 

The  assets  page  of  the  Annual  Statement  for  the  year  ending 
July  31st,  1957  showed  advances  at  $6,739.10. 

A  ledger  card  "Hatch,  S.W.  Trust  3rd  Ward  H  95"  was  opened 
on  July  23th,  1954*  The  ledger  card  was  carried  on  until  I960 
when  it  appeared  to  have  lost  all  traces  of  its  original  character 
and  had  become  a  ledger  card  of  the  supervisor  Hatch.  For  example, 
on  March  23th,  1961  there  is  a  debit  item  "United  Services 
Garage  1163  $1,517*00".  It  will  be  remembered  that  on  December 
31st,  1961,  the  auditor  took  $1,150.00  out  of  Central  Cattle 
Company  account.  It  was  debited,  to  this  account. 

On  June  Uth,  1962  this  account  which  was  now  clearly  a 
personal  advance  had  a  debit  balance  of  $4*646.32.  Interest 
was  added  and  the  result  was  a  debit  of  $4*962.23.  A  credit  of 
$4*962.23  was  transferred  on  that  day  to  balance  this  ledger  card 
H95*  The  credit  came  from  the  Central  Cattle  accounts. 
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STUART  W.  HATCH  -  ADVANCE  ACCOUNT 

Debits  again  appeared  in  the  account  and  by  December  31st, 
19^3,  Hatch  again  owed  the  Association  $426.86. 

This  was  transferred  to  another  - 

ADVANCE  ACCOUNT  OF  STUART  HATCH 
which  was  called 

STUART  W,  HATCH  -  STAFF  ADVANCE  ACCOUNT . 

This  account  had  a  debit  of  $1,474.82  on  December  31st,  1962. 

The  account  had  a  debit  balance  of  $4,116.26  on  December  31st, 
1963.  The  increase  included  cash  of  $1,700.00,  garage  accounts, 
hardware  accounts,  etc. 

This  was  another  bank  account  of  Stuart  W.  Hatch  with 
excellent  overdraft  privileges. 

The  following  items  were  added  ^o  the  debit  of  $4,116.26 


Private  Insurance  403.99 

Land  taken  over  by  Hatch  after  it  was 

paid  for  by  the  Association  500.00 

The  transfer  above  mentioned  426.86 

Cash  advance  account  200.00 

Interest,  232.12  +  176.56  408.68 


$6,055.79 

This  total  amount  was  included  in  the  statement  of  July  14th, 
1964  as  contained  on  page  16  of  the  Auditor’s  Special  Report. 
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HIN  HAT  SOM  RANCHES 


The  participation  of  Mr.  Hatch  in  this  venture  is  fully 
described  under  the  heading  nE.W.  Hinman  and  Hin  Hat  Som 
Ranches  „ 

It  appears  clear  from  the  evidence  presented  that: 

1.  Hatch  took  $4,000.00  and  paid  this  money  to  Mrs .Leighton. 

2.  This  payment  was  for  the  sole  benefit  of  Hatch. 

3 .  This  payment  was  made  without  the  knowledge  of  the  Board  of 
Directors  or  the  Bank. 

4.  I  am  of  the  opinion  that  there  are  no  facts  which  indicate 

that  Hatch  had  any  colour  of  right  to  this  money. 

5.  I  am  also  of  the  opinion  that  he  did  not  have  the  authority 

of  the  Board  or  of  the  Bank  either  in  an  express  manner  or 

in  an  implied  manner,  to  take  this  money  from  the  funds  of 

the  Association. 

6.  With  reference  to  the  balance  of  the  money  advanced  for 
purposes  of  Hin  Hat  Som  Ranches,  both  Mr.  Hinman  and  Mr. 
Sommerfeldt  said  that  they  believed  Hatch  was  using  his  own 
money  or  had  the  right  to  use  the  money  which  he  used. 

The  evidence  is  clear  that  Mr. Hinman  did  not  authorize  Mr. 
Hatch  to  charge  any  of  this  money  to  the  account  of  Mr. 
Hinman . 

7.  Therefore  I  have  formed  the  same  opinion  concerning  the  use 
of  $45,000.00  or  more  by  Mr.  Hatch  in  making  cash  advances, 
buying  cattle  and.  chattels  in  the  name  of  Hin  Hat  Som  Ranch 
as  I  have  concerning  his  use  of  the  $4,000.00  paid  to  Mrs. 
Leighton. 
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PETER  MALOFF  (XI  1731-1750) 

Mr.  Maloff  lives  at  Cowley,  Alberta.  He  carries  on  a  bus¬ 
iness  of  selling  farm  machinery  and  appliances. 

In  March  1963  he  entered  into  a  partnership  with  the  Super¬ 
visor  Hatch  in  reference  to  cattle  transactions  with  the  Assoc¬ 
iation  . 

Maloff  carried  a  special  bank  account  with  the  Treasury 
Branch  at  Pincher  Creek  called  "Livestock  Account".  Hatch  had 
a  power  of  attorney  giving  him  the  authority  to  sign  cheques 
on  this  bank  account. 

There  were  two  methods  in  which  this  partnership  earned 
income . 

In  the  first  method  Maloff  spotted  cattle  for  the  Associa¬ 
tion,  that  is,  he  located  ranchers  or  farmers  who  had  feeder 
cattle  or  cows  which  they  were  willing  to  sell.  Maloff  arranged 
for  the  sale  of  these  cattle  to  the  Association.  For  this 
service  he  received  23  cents  a  hundred  weight  from  the  Associa¬ 
tion  or  in  the  case  of  cows  $1,50  to  $2.00  a  head. 

I  note  however  an  item  in  the  Holding  Pen  price  Control 
Book  (Ex.  H  le )  dated  November  lSth,  1963  that  $5.00  per  head 
was  paid  to  Maloff  on  54  steers.  The  steers  were  then  delivered 
to  Association  member  L.  Hardy  at  an  additional  increase  in 
price  of  $137*1$.  Mr.  Hardy  would  have  to  add  30  pounds  or 
more  of  weight  on  each  animal  to  get  an  even  start  on  his  feeding 
program  on  these  animals. 

In  the  other  method,  Maloff  purchased  cattle  outright  from 
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the  rancher  and  resold  them  to  the  Association  at  a  profit. 

One  of  the  first  transactions  of  this  later  sort  was  the 
purchase  of  191  cows  from  the  Waldron  Ranch  on  April  5th  or 
3th,  1963. 

On  this  transaction  the  fo  llowing  cheques  were  issued  by 
the  Holding  Pens : 

April  5,  1963  Cheque  #  1513  P  Maloff  $  1,300.00 

3,  1963  Cheque  #  1519  Waldron  Ranch  34,129.93 
Mr.  Maloff  stated  that  he  thought  he  received  $500.00  as 
commission  on  this  deal. 

It  is  interesting  to  note  the  following  item  in  the  Holding 
Pen  cheque  ledger  entered  as  the  immediate  prior  item  to  cheque 

#  1518: 

April  5,  1963  Cheque  #  151?  W.  Ranch  $250.00  charge  to  advert- 

ising . 

In  the  case  of  both  methods  of  transacting  business,  one 
half  of  the  income  went  to  Hatch,  In  other  words,  Hatch  was 
receiving  a  kick  back  from  Maloff. 

The  Statement  (F  20a)  filed  by  Maloff  and  which  Maloff 
also  attached  to  his  income  tax  return  showed  that  this  part¬ 
nership  has  a  gross  income  in  1963  of  $4,164.35,  expenses  of 
$11.91  and  a  net  income  of  $4,152.94  of  which  Maloff  was 
entitled  to  $2,076.47  and  Hatch  was  entitled  to  $2,076.47* 

The  profit  was  earned  in  this  manner: 


Cattle  Sales 
Cattle  purchases 


$64,437.22 
62,757.34 
$  1,729.33 
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Commission  earned  $  2,434.97 

$  4,164.35 

No  evidence  was  given  as  to  profits  made  between  January  1st, 

1964  and  March  19th,  1964 .  However  Holding  Pen  records  show 
payment  of  $71.13  in  commissions  to  Maloff  during  that  period. 
These  records  also  show  that  Maloff  sold  13 6  animals  to  the 
Holding  Pens  at  a  price  of  $14,739.71  during  the  same  period. 

No  Commission  was  paid  on  these  latter  sales . 

It  is  interesting  to  note  with  reference  to  the  evidence 
of  Donald  L.  Nilsson  (VIII  1139-1177)  concerning  Larridon 
Livestock  Limited  (shareholders  being  Nilsson,  Hatch  and 
their  wives)  that  a  cheque  stub  dated  July  9,  1963  in  this 
bank  account  of  Maloff  and  Hatch  shows  the  issue  of  a  cheque 
for  $2,000.00  in  favour  of  Larridon  Livestock  Limited. 

In  addition  to  these  cattle  transactions,  Maloff  said 
he  sold  irrigation  pipe,  a  new  tractor  and  a  new  baler  to  the 
Hin  Hat  Som  Ranch  (Hinman,  Hatch,  Sommerfeldt)  at  Cranbrook. 

He  also  sold  a  grain  grinder  to  Hatch  for  the  Riverview 
Ranch  at  a  price  of  $2,300.00.  This  latter  item  was  paid  for 
by  the  Association  (Oct.  23,  1963  -  L.C.F.  Holding  Pen 
cheque  jf  54512)  $2,300.00  and  charged  to  Riverview  Ranch  account. 

In  addition,  Mr.  Maloff  and  Mr.  Hatch  purchased  51  cows, 

10  heifers  and  some  hay  from  Kettles  Brothers  on  19  December 
1963  and  gave  chattel  mortgages  back  to  the  vendors  for  a 
total  of  $19,000.00  payable  in  1964,  1965*  and  1966.  Maloff 
said  that  Hatch  was  supposed  to  have  some  of  these  cattle  but 
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Maloff  didn’t  know  where  they  were. 

The  evidence  of  Maloff  destroys  the  suggestion  that  Hatch 
always  acted  in  good  faith  in  his  dealings  with  feeders. 

Anytime  a  person  is  receiving  a  secret  commission,  good 
faith  is  destroyed.  The  duty  of  Hatch  was  to  purchase  cattle 
for  member  feeders  as  cheaply  as  possible.  His  arrangement 
with  Maloff  was  two  fold. 

Firstly  -  for  Maloff  to  buy  as  many  cattle  as  possible  and 
split  the  commission  with  Hatch. 

Secondly-  to  buy  as  cheaply  as  possible  from  ranchers  and 
to  sell  for  as  high  a  price  as  possible  to  the 
Association  and  to  split  the  difference  with  Hatch. 

The  duty  of  Hatch  towards  the  member  feeders  and  his  self 
interest  in  splitting  commissions  and  profits  were  in  direct 
conflict . 

Good  faith  is  destroyed  when  duty  and  interest  conflict. 
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HAROLD  S.  WOOLLEY  i'7 111  1177-1203) 


Mr.  Woolley  lives  at  Medicine  Hat,  He  owns  farms  and 
ranches.  He  has,  for  several  years,  been  buying  cattle  from 
ranchers  in  the  Medicine  Hat  area.  He  has  sold  many  of  these 
cattle  to  the  Association. 

For  example  a  check  >J  at  u»  two  thirds  of  the  ledger 
cards  of  the  Association  show  the  following  sales  by  Woolley 
to  the  Association: 

195$  $126,062.61 

1959  $2 13,363.33 

1960  $232,383.45 

1961  $433,317.16 

1962  $  93,865.79  direct  to  ledger  cards. 

Total  sales  would  probably  be  about  one  third  as  much  again. 

In  1962  the  Holding  Pen  Division  of  the  Association  was 
set  up  and  deliveries  of  cattle  were  made  to  the  Holding  Pen. 

The  extent  of  the  business  done  by  Woolley  with  the 
Holding  Pen  is  shown  by  the  sale  by  him  to  the  Association  of 
2361  cattle  at  a  price  of  $325 , 3 57*03  in  the  period  from 
September  6th,  1953  to  November  25th,  1963. 

In  this  evidence,  Mr’.  Williams  said  in  speaking  of  a 
meeting  of  the  Board  of  Directors  in  evening  of  April  13th, 
1964.  (I  76) 

tTNow,  in  the  course  of  our  questioning  we  were 
particularly  interested  in  ‘Tying  to  find  out  from  them 
(Hatch  and  Nilsson)  any  area  of  personal  involvement, 
and  it  had  just  been  reported  to  me  a  day  or  two  ahead 


. 

. 


-  231  - 


of  that  that  Mr.  Nilsson  and  Mr.  Hatch  had  an  interest 
in  some  holding  pens  at  Medicine  Hat,  and  that  was  the  first 
knowledge  of  it  that  I  had  had . 

’I  knew  from  the  records  that  we  had  had  some  very  con¬ 
siderable  dealings  with  Mr.  Woolley  in  Medicine  Hat,  but 
up  until  that  date  I  had  no  knowledge  of  Mr.  Hatch  or 
Mr.  Nilsson  having  any  association  with  Mr.  Woolley,  know¬ 
ledge  which,  if  we  had.  of  known,  would  have  thrown  just 
a  bit  of  a  different  light  on  our  transactions  with  them, 
from  the  point  of  view  of  audit.” 

Mr.  Williams,  in  his  evidence,  two  days  later  (III  320) 
again  stated  he  was  not  aware  of  any  involvement  of  Nilsson  and 
Hatch  in  the  Medicine  Hat  Holding  Pen,  until  about  the  end  of 
March  1964. 

Mr.  Williams  stated  that  Nilsson  told  him  that: 

"this  was  a  property  which  Mr.  Woolley  had  acquired, 
and  up  to  this  time  everything  was  in  Mr.  Woolley^s  name, 
but  that  Mr.  Woolley  had  held  out  to  both  he  and  Mr. 

Hatch  that  they  would  have  third  interest  in  it,  each, 
when  it  was  fully  paid  for"  (I  79)  "That  it  represented 
an  investment  of  five  or  six  thousand  dollars."  (I  BO). 

From  this  evidence,  it  is  evident  that  the  auditor  had  no 
knowledge  of  the  involvement  of  Hatch  and  Nilsson  in  the 
holding  pen  in  Medicine  Hat  until  the  end  of  March  1964. 

On  July  10th,  1962  Mr.  Woolley  paid  $1,700.00  for  a  small 
parcel  of  land  near  Medicine  Hat.  Holding  pens  were  built  on 
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it.  A  new  set  of  scales  costing  $1,350.00  were  installed. 

(V  1195).  Mr.  Woolley  stated  that  he  had  paid  for  everything 
except  a  cattle  chute  which  had  been  sent  down  by  the  Associa¬ 
tion  at  a  cost  of  $396.00. 

Mr.  Woolley  stated  that  a  discussion  took  place  with 
Nilsson  and  Hatch  to  the  effect  that  they  would  come  in  as 
partners  on  the  Pens  on  the  basis  of  each  paying  to  Woolley, 
one  third  of  the  cost  of  building  the  pens.  (VIII  1201) 

Mr.  Nilsson  said  that  Woolley  told  him  and  Hatch  that  if 
they  wanted  to  be  partners  in  the  pens  they  could  be  partners 
by  putting  up  one-third  of  the  cost  value,  and  that  they  could 
do  that  at  any  time;  that  he  had  put  no  money  into  the  venture 
and  that  Woolley  was  operating  by  himself.  (VIII  1149) 

Apparently  Mr.  Hatch  had  a  different  idea  of  the  arrange¬ 
ment  because  in  a  financial  statement  submitted  to  the  Canadian 
Imperial  Bank  of  Commerce  on  April  2nd,  1963,  he  showed  a 
one-third  interest  in  the  Medicine  Hat  Stockyards  valued  at 
$3,000.00  as  an  asset.  (XII  1735,  Exhibit  B  11). 

Mr.  Woolley  stated  that  most  of  the  cattle  shipped  in  his 
name  were  obtained  by  him  from  ranchers  and  sold  to  the  Assoc¬ 
iation  on  a  straight  commission  basis  of  25  cents  per  hundred 
weight.  In  most  cases  Nilsson  acting  for  the  Association  would 
inform  him  of  what  cattle  were  needed  and  he  could  obtain  the 
cattle,  sometimes  in  company  with  Nilsson. 

However,  in  some  cases,  he  said  he  dealt  at  arms  length 
with  the  Association  and  made  deals  with  them  in  which  a 
greater  profit  would  be  made. 
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In  examining  the  settlement  invoices  in  the  Holding  Pen 
records  of  the  Association,  I  found  that  no  weigh  scale  slips 
were  attached  to  the  settlements  on  cattle  received  from 
Woolley.  Weigh  scale  slips  are  attached  to  most  of  the  other 
settlements.  Woolley  stated  that  Nilsson  weighed  the  cattle 
at  Medicine  Hat  in  most  instances. 

Nilsson  stated  that  he  weighed  the  cattle  at  Medicine  Hat 
and  punched  weigh  scale  tickets  in  practically  all  purchases. 

He  then  wrote  out  the  invoices  on  cattle  with  weights  and 
prices,  brought  the  invoices  to  Lethbridge  and  left  the  scale 
tickets  in  the  drawer  at  the  scale  house  in  Medicine  Hat. 

(VIII  1174-1175)  These  tickets  were  later  destroyed  from  time 
to  time  by  Woolley  or  his  employees. 

This  was  indeed  a  strange  procedure.  The  whole  business 
of  the  Association  was  based  on  the  difference  between  the 
weight  of  cattle  going  on  feed  and  the  weight  of  cattle  sold 
after  feeding.  One  would  have  thought  that  evidence  of  weights 
would  have  been  carefully  preserved. 

Whatever  stage  the  involvement  of  Hatch  and  Nilsson  had 
reached  in  each  acquiring  a  third  interest  in  the  Medicine  Hat 
Holding  Pens,  it  is  certain  that  Hatch  believed  that  he  had 
made  a  valuable  investment.  He  told  the  Bank  in  giving  a 
financial  statement  to  the  Bank  that  he  considered  his  interest 
to  be  $3 3 000.00. 

The  same  observations  apply  to  this  transaction  as  the 
observations  I  made  in  reference  to  the  arrangement  between 
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Hatch  and  Maloff .  Indeed  the  observations  should  have  a 
stronger  meaning  in  reference  to  the  arrangement  with 
Woolley  because  WoolIey^s  dealings  with  the  Association 
appeared  to  be  on  the  increase . 

In  time  the  arrangement  s  with  Maloff  and  Woolley  would 
have  meant  that  Hatch  would,  have  received  a  profit  on  a  sub¬ 
stantial  portion  of  the  cattle  purchased  by  the  Association 
for  its  members. 


,  . 
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STUART  HATCH  AND  THE  BANK 


There  is  some  evidence  that  the  reports  by  the  supervisor 
to  the  Royal  Bank  of  Canada  in  1959  were  incorrect. 

But  the  evidence  is  clear  that  Hatch  gave  false  informa¬ 
tion  to  the  Bank  in  1961  and  the  amount  of  false  information 
grew  year  by  year . 

A  comparison  of  the  ledger  record  and  the  debit  amount 
reported  to  the  bank  on  the  statement  of  credits  for  1961 
showed  that  the  bank  was  given  the  following  false  information. 

Reported  to  Bank  Correct  ledger  balance 


Jones,  H.A. 


Mehew,  L. 


Merrill,  J.B 


Nelson,  Ray 


Smith,  W. 


Vik,  John 


$46,055.36 

35,478.3$ 

28,927.85 

30,348.75 

12,484.27 

3,906.52 


$76,055.36 

55,478.38 

38,927.85 

45,348.75 

17,484.27 

8,906.52 


The  above  records  were  falsified  in  the  total  of  $35,000.00. 

On  January  1st,  1962,  the  monthly  report  to  the  bank  con- 
tained  the  following  false  information. 


Reported  to  Bank  Correct  ledger  balance 


Jones,  H.A. 
Mehew,  L. 
Merrill,  J.B. 


$41,513.64 

39,398.95 

25,779.71 


$61,513.64 

89,398.95 

45,779.71 


Nelson,  Ray 


19,350.11 


49,350.11 


These  records  were  falsified  in  the  total  amount  of  $120,000.00. 
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On  January  31st,  1963  the  monthly  report  to  the  Bank  con¬ 
tained  the  following  false  information. 


Reported  to  Bank  Correct  ledger  balance 


Allred,  Carl 

$30,161.59 

$37,161.59 

Anderson,  W.A. 

13 , 246 . 69 

23,246.69 

Brandley,  L. 

23,318.03 

76,318.03 

Hirsche  Bros. 

12,590.13 

14,590.13 

Jones,  H.A. 

43,511.83 

93,511.83 

Mehew,  L. 

42,622.83 

£2,622.33 

Merrill,  J.B. 

28,109.71 

58,109.71 

Moriyama 

33,733.59 

43,733.59 

Nelson,  R. 

19,529.12 

64,529.12 

Peterson,  E.M. 

20,041.54 

38,041.54 

The  above  records  were  falsified  in  the 

amount  of  $265,000.00. 

On  January  31st, 

1964,  the  monthly 

report  to  the  Bank  con- 

tained  the  following 

false  information. 

Reported  to  Bank 

Correct  ledger  balance 

Brandley,  Noel 

$23,786.17 

$60 , 494 » 64 

Burke,  V.L. 

33,914.39 

43,914.39 

Heggie,  B.  fo  A. 

11,359.02 

16,359.02 

Mehew,  L. 

48,356.35 

142,352.27 

Merrill,  J.B. 

21,783 .10 

51,783.10 

Nelson,  Ray 

25,202.18 

95,202.18 

Peterson,  E.M. 

29,111.05 

49,111.05 

Vik,  John 

4,382.15 

14,382.15 

Wilde,  E.E. 

18,113.34 

28,113.34 
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The  above  records  were  falsified  in  the  amount  of  $275 ? 000.00. 

In  addition,  the  true  state  of  some  accounts  were  concealed 
at  times  by  transfers  to  Johansen,  Bishop  and  Wilde;  also  by 
transferring  amounts  from  a  member^s  account  to  a  N.A.B.  account 
in  the  member^s  name. 

All  of  the  above  misrepresentations  were  balanced  by  mis- 
represenations  in  accounts  of  other  members  by  showing  their 
accounts  at  greatly  increased  debits  over  the  true  debits.  For 
example,  on  January  31st,  1964  Alvin  F.  Bullock  was  shown  in  the 
statement  to  the  bank  as  having  a  debit  of  $23,307.66.  His  true 
debit  was  $2,307.66. 

According  to  the  statement  given  to  the  bank  by  the  Super¬ 
visor  on  the  31st  day  of  January,  1964,  the  following  members  had 
exceeded  their  contract  limits  by  more  than  $5 , 000.00,  the  excess 
in  each  case  being: 


Holt,  Murray 
Peterson,  L.H. 
Riverview  Farm 


Toth,  Joe 


Allred,  J.  L. 


Brandley,  L. 

Duzs,  Joe 
Campbell,  A.L. 
Fukushima,  T.  &  Sons 


Stevens,  F.P. 


Anderson,  W.A. 


*  5,147.37 
13,106.66 
14,446.16 
5,899.64 
7,097.62 
5,795.19 
16,214.94 
7,668.10 
5,806.03 
28,863.55 
33,424.13 


Johansen,  Ray 


27# 453. 04  no  contract 
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This  excess  of  about  $170^000.00  was  a  situation  which  would 
give  the  bank  officials  some  concern  but  it  was  not  a  serious 
situation  on  loans  of  about  $3 9 000s 000 . 00 .  But  the  bank  officials 
would  have  had  real  cause  for  concern  if  they  had  known  that 
further  debits  on  9  accounts  had  been  concealed  to  the  amount  of 
$275  9 000 . 00 . 
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CHAPTER  VII 

THE  BANK 

The  Royal  Bank  of  Canada  was  the  bank  which  made  loans  to 
the  Association  from  1942  until  May,  I960. 

The  Association  then  transferred  its  account  to  the  Imperial 
Bank  of  Canada „ 

The  Imperial  Bank  of  Canada  amalgamated  with  the  Canadian 
Bank  of  Commerce  on  the  1st  day  of  June,  1961. 

The  business  of  the  Association  was  carried  on  in  the  branch 
of  the  former  Imperial  Bank  of  Canada  under  its  manager  James 
Bradstock  until  the  29th  of  January,  1963 . 

On  the  29th  of  January,  1963  the  old  branch  of  the  Imperial 
Bank  was  closed  and  the  account  was  moved  to  the  main  branch 
of  the  Canadian  Imperial  Bank  of  Commerce  under  the  managership 
of  Kenneth  McLean. 

THE  ROYAL  BANK  OF  CANADA: 

Mr.  Thomas  B.  Campbell  gave  evidence  at  the  Inquiry. 

(XII  1735-1329)  Mr.  Campbell  was  manager  of  the  Royal  Bank  of 
Canada  at  Lethbridge  from  December  1st,  1946  to  May  31st,  1961 
on  which  latter  date  he  was  transferred  to  Victoria,  British 
Columbia,  as  manager  of  the  Douglas  and.  Pandora  streets  branch 
of  the  bank. 

Mr.  Campbell  stated  that  the  Association  borrowed  money  for 
the  sole  purpose  of  the  purchase  of  feeder  cattle.  The  Association 
took  feeding  contracts  from  its  members,  the  members  finished 
the  cattle  and  the  cattle  were  sold  through  the  Association  and 
the  accounts  paid.  He  stated  that  often  there  might  be  a  slight 
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carryover  between  one  feeding  season  and  the  next  in  that  a 
feeder  might  not  have  finished  all  his  cattle  and  would  have 
a  few  left  when  taking  on  more  cattle  to  feed.  (XII  1791) 

The  Bank  kept  a  ledger  card  record  on  each  feeder  with 
debits  and  credits  (XII  1792  and  1796)  with  the  information 
being  supplied  by  the  Association. 

Each  feeder^s  credit  was  reviewed  periodically  and  checked 
quite  close  with  the  supervisor  and  decisions  were  made  as  to 
renewal  or  not  or  increase  of  the  credits  of  individual  members. 

The  Association  delivered  a  statement  to  the  bank  each 
month  showing  the  debit  balance  of  each  member  and  the  number 
of  cattle  in  the  possession  of  each  member.  The  bank  officials 
on  information  received  from  the  Association  would  value  the 
cattle  and  would  endeavour  to  correlate  this  figure  with  the 
total  loans  outstanding. 

There  were  summer  and  winter  credit  arrangements.  The  bank 
permitted  cows  and  heifers  to  be  fed  in  the  winter  but  only 
steers  in  the  summer.  This  was  done  so  as  to  prevent  a  situation 
occurring  in  which  cows  would,  come  into  calf  and  then  the  loan 
would  be  locked  in  for  a  further  period.  The  bank  used  different 
coloured  contracts  to  show  the  two  types  of  contracts. 

The  bank  maintained  a  separate  file  for  each  member.  Mr. 
Campbell  said: 

fTWe  tried  to  run  and  operate  this  account  the  same  way  as 

we  operate  our  branches. 

fNot  exactly  the  same,  but  we  followed  the  same  basic 
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principles.  They  borrowed  large  sums  of  money  and  we  tried 
to  follow  it  as  closely  as  we  could  by  more  or  less  giving 
them  instructions  pretty  much  along  the  same  lines  as  if 
the  Lethbridge  Central  Feeders  Association  was  a  branch.” 

It  was  one  of  the  regulations  of  the  bank  that  a  member 
should  have  feed  or  resources  sufficient  to  acquire  feed  before 
he  entered  into  the  feeding  contract.  (XII  1793). 

With  reference  to  cash  advances ,  Mr.  Campbell  said: 

”Well,  that  was  always  a  bone  of  contention. 

’Yes,  we  did  (frowned  on  cash  advances)  but  there  were 
times  when  we  had  to.  They  insisted  on  doing  so.  But 
they  did  keep  it,  as  far  as  we  understood,  on  a  very  small 
basis.  They  didn’t,  we  were  ready  to  believe  if  it  was 
selective  whether  it  was  necessary  to  finish  the  man’s 
cattle,  and  certainly  it  would  be  very  short-sighted,  not 
to  do  so.” 

The  bank  operated  two  accounts  with  the  Association,  viz: 

(a)  The  General  Account  through  which  cheques  and  loans  were 
credited  to  cover  the  purchase  of  cattle  for  contract  feeding, 
going  out  to  the  members  under  contract  (i.e.  the  contract 
with  the  Association). 

(b)  The  Drover  Account  to  cover  buying  and  selling  on  members 
cattle  which  were  not  financed  by  the  bank.  (XII  1&20) 

The  reason  for  the  two  accounts  was  that  the  bank  endeav¬ 
oured  each  month  to  reconcile  the  total  loans  for  the  purchase 
of  feeder  cattle  with  the  members’  debit  balances.  This  drover 
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account  came  to  be  known  as  N.A.B.  (Non  Association  Business). 
This  N.A.B.  account  was  not  to  be  used  by  feeders  to  buy  cattle. 
(Xll  1321) 

The  bank  took  the  attitude  that  no  employee  or  officer  of 
the  Association  should  be  in  the  cattle  feeding  business  using 
Association  funds  (XII  1323 ) • 

The  bank  endeavoured  to  have  a  general  reserve  for  bad  debts 
set  up  by  the  Association.  (XII  132?) 

Mr.  Campbell  was  not  aware  of  any  misrepresentations  to  the 
bank  by  the  Association  or  by  Hatch. 

Apparently  Mr,  Campbell  and  Mr.  Hatch  disagreed,  on  many 
occasions . 

The  bank  had  a  list  of  regulations  and  rules.  Mr.  Hatch 
thought  that  Campbell  was  !,two “bitting  him  to  death”,  ,Ttr eating 
him  like  a  small  boy".  Hatch  wanted  a  discretionary  limit  of 
$15 3 000.00.  Mr.  Campbell  asked  if  he  could  attend  a  director's 
meeting  when  this  would  be  discussed..  He  was  not  invited. 

Shortly  after  that  the  account  was  taken  over  by  the  Imperial 
Bank  of  Canada.  (XII  1309). 

Mr.  Campbell  would  not  deviate  from  his  regulations.  He 
objected  when  he  found  that  some  cattle  which  were  supposed  to 
be  steers  were  in  reality  heifers.  He  told  them  that  if  the 
regulations  were  not  carried  out,  the  bank  might  even  withdraw 
support.  (XII  1814) 

I  am  convinced  that  the  Supervisor  Hatch  took  the  lead 
in  changing  banks.  Mr.  Campbell  was  asking  too  many  questions. 
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Mr.  Hatch  had  begun  to  make  loans  for  purposes  other  than 
cattle  feeding,  e.g.  Hyde.  He  was  using  the  N.A.B.  ledger  to 
conceal  unauthorized  loans  to  members  such  as  Jones,  Nelson, 
Mehew  and  Merrill.  He  had  set  up  the  Central  Cattle  Co.  which 
was  an  alias  for  himself  and  the  Meeks  Bros.  He  was  taking 
secret  profits  in  deals  with  Kline. 

It  was  time  to  change  banks. 

THE  IMPERIAL  BANK  OF  CANADA: 


Mr.  James  W.  Bradstock  became  the  manager  of  the  Imperial 
Bank  of  Canada  at  Lethbridge  early  in  1959*  The  Imperial  Bank 
was  amalgamated  with  the  Canadian  Bank  of  Commerce  on  June 
1st,  1961.  Mr.  Bradstock  remained  as  manager  of  the  old  Imperial 
branch  until  January  29th,  1963  when  this  branch  was  closed 
and  Mr.  Bradstock  was  transferred  to  Calgary. 

Mr.  Bradstockfs  evidence  is  contained  in  (X  1536-1363). 

He  said  that  he  first  met  Mr.  Hatch  through  the  Directors  of 
the  Community  Chest,  through  community  endeavors .  Hatch  told 
him  that  the  Association  were  planning  a  banking  change.  Hatch 
told  him  that  the  Association  had  grown  up  with  the  Royal  Bank, 
and  it  had  grown  from  a  very  small  beginnings  to  quite  a  notable 
enterprise,  and  they  were  still  being  treated  as  a  small  boy, 
which  he  resented  very  much,  and  they  felt  that  they  might 
receive  a  little  better  treatment  from  another  bank. 

Mr.  Bradstock  held  a  luncheon  meeting  at  his  home  with  the 
President,  Mr.  Houlton,  the  Vice-president,  Mr.  Paxman  and 
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Mr.  Hatch,  The  Western  Superintendent  of  the  bank  was  present 
also.  (X  153 B) 

When  asked  what  different  treatment  would  be  accorded, 
Bradstock  replied: 

”1  don’t  think  there  was  anything  offered  in  the  way  of 
a  change  of  any  nature,  ocher  than  they  would  be  treated 
according  to  their  status,  was  the  most  important  aspect.” 

(X  1539) 

In  reference  to  cash  advances  being  issued  to  feeders, 
Bradstock  said: 

"Not  any  more  than  what  was  considered  to  be  normal  and 
essential,  in  that  if  there  was  a  sufficient  equity  in 
cattle  after  a  feeding  program  and  a  feeder  was  in 
circumstances  that  he  required  feed  to  finish  the  cattle, 
the  equity  was  there,  why,  that  was  considered  to  be  an 
occasion  when  it  was  necessary  but  it  wasn’t  to  be  the 
general  thing  at  any  time.  The  feeling  of  the  bank  was 
pretty  well  shared  by  the  Board  from  my  experience.” 

Mr .  Bradstock  had  implicit  faith  in  Mr.  Hatch.  (X  1547) 

Mr .  Bradstock  said  that  when  the  Imperial  Bank  took  over 
the  account  he  made  a  surprise  visit  to  at  least  20  feeders 
spaced  in  various  parts  of  the  district  and  it  took  two  days 
to  make  this  inspection.  >fX  1551). 

Again,  when  the  Imperial  and  the  Commerce  amalgamated,  two 
inspectors  of  the  bank  checked  about  twenty  of  the  accounts  in 
the  fall  of  1961  without:  contacting  the  Association  or  Bradstock. 
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At  the  conclusion  cf  this  inspection,  the  Chief  Inspector  stated 
that  3  or  4  of  the  accounts  should  be  checked  but  that  generally 
they  were  all  in  order,  and  when  he  got  through  he  was  satisfied 
with  all  of  them.  (X  1552) 

Other  inspections  were  made  monthly  with  Hatch  visiting 
10  to  15  feeders  with  a  view  to  covering  them  all  within  a 
period  of  12  months.  (X  1550) 

The  Supervisor  delivered  a  statement  to  the  bank  each  month 
showing  the  balance  owing  by  each  feeder  and  the  number  of  cattle 
in  his  possession. 

On  occasion  a  loan  to  a  feeder  would  exceed  the  contract, 
but  they  were  very  modest  amounts.  (X  1552) 

The  only  member  of  the  Board,  he  regularly  met  was  the 
President  who  called  on  him  about  once  a  month.  The  topic  of 
discussion  was  the  branding  problem.  (X  1553  )  • 

He  never  at  any  time  had  reason  to  believe  that  false 
statements  were  presented  to  him,  nor  that  debits  were  trans¬ 
ferred  from  one  account  to  another.  (X  1554)  The  loan  to  the 
Association  doubled  in  amount  during  the  three  year  period  he 
was  administering  the  loan.  (X  1555)* 

He  did  not  keep  a  separate  file  on  each  feeder. 

"We  were  lending  to  the  Association  a  sum  of  money,  and  the 
only  separate  aspect  was  the  reporting  at  the  end  of  the 
month,  and  the  members  receivable  list,  and  also  at  the 
end  of  the  year  when  we  would  go  over,  in  detail,  the 
entire  set.-up.f’  (X  1557) 
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On  January  3rd,  1961  an  invoice  covering  eleven  steers 
was  charged  to  Noel  Brandley  on  N.A.B.  ledger  card  B  IS.  This 
card  had  been  used  in  195$  and  1959  Tor  two  entries  only  and 
had  a  nil  balance  for  the  two  years  prior  to  January  1961. 

These  steers  were  placed  on  Brandley* s  ranch'  they  were 
to  be  sold  and  Mr.  Bradstock  was  to  receive  part  of  the  profit. 
On  June  21st,  1961  Brandley  received  a  cheque  from  the  Assoc¬ 
iation  in  the  amount  of  $700.00.  There  is  a  conflict  between 
the  evidence  of  Brandley  and  Bradstock  as  to  the  amount  paid 
by  Brandley  to  Bradstock.  Bradstock  said  that  he  was  going 
on  his  holidays  in  July,  which  Brandley  knew,  and  Brandley 
paid  Bradstock  the  sum  of  $300.00.  (X  1541) 

Mr.  Bradstock  also  received  some  other  gifts,  e.g. 
a  part  of  a  lamb,  a  pair  of  cowboy  boots,  a  cowboy  hat,  and 
a  brief  case.  (X  1546), 

THE  CANADIAN  IMPERIAL  BANK  OF  COMMERCE 


Mr.  Kenneth  McLean  has  been  manager  of  the  main  branch  of 
the  Canadian  Imperial  Bank  of  Commerce  in  Lethbridge  since 
1957*  His  evidence  is  contained  in  (III  360-40$). 

The  account  of  the  assocda  tion  came  under  the  personal 
supervision  of  Mr.  McLean  on  January  29th,  L96 3  •  When  the 
account  came  to  him  he  discussed  the  question  of  inspections 
with  Bradstock  and  Hatch.  It  was  agreed  that  he  would  continue 
the  inspections  with  Hatch. 

The  practice  of  obtaining  a  statement  from  the  Association 
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each  month  was  continued.  The  statements  were  examined  as  to 
loans  over  contract  limits,  no  contracts,  etc.,  and  a  letter 
was  sent  to  Hatch  each  month  pointing  out  the  discrepancies.  In 
addition  Mr.  McLean  pointed  out  the  discrepancies  to  the  Presi¬ 
dent,  Mr.  Houlton.  Mr,  Houiton  indicated  his  concern  to  Mr. 

McLean  about  the  branding  of  Association  cattle. 

It  was  apparent  that  Mr .  McLean  was  becoming  more  and  more 
concerned  about  the  account  as  the  year  progressed. 

Early  in  March,  1964?  Mr*.  McLean  called  at  the  Burke  feedlot. 
He  found  only  3  or  4  cattle  with  a  cleaver  brand.  He  knew  that 
there  should  be  Association  cattle  there.  He  returned  to  his 
office.  He  found  that  the  last  Association  statement  showed  a 
debit  of  $33 j 914*39  in  Burke fs  account  and  1&3  cattle  in  his 
possession.  Mr.  McLean  telephoned  the  supervisor,  Hatch,  who 
assured  him  that  the  cattle  were  there.  Mr.  McLean  and  Mr.  Hatch 
returned  to  the  Burke  feedlot  a  few  days  later  and  found  132  cattle 
with  the  cleaver  brand  on  them.  This  still  left  the  account  short 
of  cattle.  Hatch  said  something  about  a  chattel  mortgage  to  cover 
the  balance. 

When  he  returned  to  his  office  from  this  visit,  Mr.  McLean 
telephoned  the  auditors.  As  a  result  an  employee  of  the  auditors 
visited  the  bank,  and  in  comparing  records  found  large  discrepan¬ 
cies  between  the  members ?  debits  as  reported  to  the  bank  and  the 
true  debits. 

The  discrepancies  were  later  discovered  to  amount  to 
$606,313.0 0  as  of  December  31st,  1963.-  According  to  the  evidence 
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Hatch  decreased  the  debits  of  some  feeders  and  increased  the 
debits  of  others.  The  result  was  that  the  totals  of  the  true 
accounts  and  the  totals  of  the  fictitious  statement  given  to 
the  bank  balanced. 

The  schedule  of  discrepancies  is  shown  on  page  15  of  the 
Special  Report  of  the  Auditors  dated.  August  10th,  1964* 

(Exhibit  A  9)  A  copy  is  included,  in  the  Appendix  of  this 
report . 

Some  examples  of  the  discrepancies  were: 

(a)  L.  Mehew  who  had  a  contract  for  $40,000.00  was  reported  to 
the  bank  as  having  a  debit  of  $38, 181,24*  In  reality  Mehew  had. 
two  debits  on  the  books  of  the  Association,  one  for  $68,181.24 
and  the  other  for  $73? 797 *39  or  a  total  of  $141,97^.63. 

(b)  Ray  Nelson  who  had  a  contract  for  $40,000.00  was  reported 
t-c  the  bank  as  having  a  debit  of  $33,926.08.  His  true  debit 
was  $83,926.08. 

To  offset  these  and  8  other  accounts  which  were  understated 
19  accounts  were  overstated,  four  examples  of  which  were: 

(1)  J.  E.  Janz  had  a  debit  with  the  Association  of  $16.28.  It 
was  reported  to  the  bank,  at  $10,016,28. 

(2)  Adolf  Karl  had  a  debit  with  the  Association  of  $31. 5$.  II 
was  reported  uo  the  bank  at  $20,031.58. 

(3)  Melvin  Leavitt  had  a  debit  with  the  Association  of  $77*32. 
It  was  reported  to  the  bank  at  $20,077.32. 

(4)  S.  Takahashi  had  a  debit  with  the  Association  of  $400.31. 
It  was  reported  to  the  bank  at  $20,400.31. 

But  they  all  added  up  to  an  understatement  of  $606,313.00 
on  10  accounts  and  an  overstatement  of  the  same  amount  on  19 
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accounts.  This  was  on  a  list  showing  feeder  account  debits  of 
$2,568,119.4-8. 

Mr.  McLean  presented  the  monthly  payments  given  to  the 
bank  by  the  supervisor  on  August  31st,  October  31st-  and  November 
30th  all  in  1962,  January  31st,  July  31st,  November  30th,  and 
December  31st  all  in  1963  and  January  31st,  1964*  All  these 
monthly  statements  showed  that  the  debits  were  misrepresented 
each  month. 

Mr.  McLean  stated  that  the  line  of  credit  to  be  extended 
by  the  bank  to  the  Association  was  reviewed  in  April  or  May  of 
each  year.  Mr.  Hatch  would  meet  with  the  Board  and  set  up  a 
form  with  a  great  deal  of  information  about  each  member.  This 
was  done  with  the  object  of  setting  the  limit  for  each  member 
for  the  coming  twelve  months.  The  form  was  then  presented  to  the 
bank  so  that  the  bank  might  approve  or  disapprove  the  credits 
asked,  for. 

Mr.  McLean  presented  five  of  these  forms  dated  March  24th, 
I960,  November  I960,  June  21st,  1961,  May  11th,  1962,  and 
March  31st,  1963  as  well  as  the  handwritten  form  for  1963. 

(Ill  379-381 ) 

This  form  in  each  year  contained  the  member ?s  name  and 
opposite  his  name,  the  following  information: 
membership  $300.00  paid 
reserves 

high  during  the  year 
low  during  the  year 
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the  latest  date  of  the  low  point, 

the  volume  of  sales  during  the  year, 

the  March  31st  balance  (in  1961,  1962,  1963), 

the  number  of  livestock  held, 

the  estimated  value  of  the  livestock 

the  details  of  the  balance  if  not  livestock 

the  old  credit  limit 

any  adjustments  of  the  limit  made  during  the  previous  year 
the  suggested  new  limit, 

the  date  of  the  latest  financial  statement, 
the  month  of  the  last  bank  inspection, 
the  expiry  date  of  the  contract, 
remarks  by  the  Association, 
remarks  by  the  bank. 


This  would  have  been  a  wonderful  and  complete  document  if  the 
facts  in  it  had  been  true. 

Let  us  take  one  name  and  examine  the  information  given  as 
compared  to  zhe  true  facts.  In  the  case  of  H.  A.  Jones: 

Exhibit  B  6  -  1961 

Report  to  the  Bank  Ledger  Card  debit 


High  during  year 
Low  during  year 


$50,130.8? 

11,64.9.11 


$74,055-36 


11,649.11  after 
wrongful  credit  of 
Heninger  $17,267.12 


Balance  May  19,  1961 


46,053.36 


74,055.36 


High  during  year 


B  7  -  May  11th,  1962. 

$48, 996.62 


$98,996.82  Nov .9/61 
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Low  during  year 
Balance  March  14,  1962 


$  3,257-62  $58,257-62  Oct. 18/61 

$41,513-64  $61,513-64 


B  8  -  March  31-st.  1963- 


High  during  year 


Low  during  year 
Present  balance  Mar.  26 


$46,701.16  $106,701.16  Mar. 2 6/63 

$  9,234.31  $  59,234.31  Sept.  9/62 


26  $46,701.16  $106,701.16 


Cattle  on  hand  273  value  $54,000.00. 

It  will  be  noted  that  the  present  balance  of  B6  was  misrepresented 
by  $60,000.00.  But  as  serious  were  the  misrepresentations  as  to 
the  low  balances  during  the  year.  By  this  misrepresentation  Hatch 
led  the  bank  to  believe  that  the  feeder  at  one  point  during  the 
year  reduced  his  debit  to  a  small  amount  of  money  whereas  in 
truth  the  debit  never  went  below  $50,000.00  in  either  1962  or 
1963. 

The  following  are  opinions  which  I  have  formed  after  examin¬ 
ing  the  policies  and  procedures  of  the  banks. 

1.  The  Royal  Bank  of  Canada  issued  a  set  of  regulations  which 
it  required  the  Association  and  the  Supervisor  to  comply 
with . 

2.  The  management  of  the  Royal  Bank  kept  an  individual  file 
on  and  an  individual  record  of  each  feeder. 

3 .  The  management  of  the  Royal  Bank  endeavoured  to  keep  the 
activities  of  the  Association  confined  to  the  main  object 
of  the  Association,  i.e.  the  purchase  of  feeder  cattle  for 
its  members  and  the  resale  of  the  cattle  after  they  had  been 
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4.  As  a  result  of  these  policies  of  the  Royal  Bank,  the 

Supervisor  desired  to  change  banks  and  convinced  the  Board 
of  Directors  that  a  change  should  be  made . 

.5.  This  was  a  most  valuable  account  to  a  bank.  At  the  time  of 
the  change  of  banks,  the  yearly  loans  reached  a  maximum  of 
$2 , 000, 000 . 00,  a.  high  income  account  to  a  bank. 

6.  It  would  seem  than  a  prudent  bank  manager  and  the  senior 
officials  of  the  Imperial  Bank  should  have  scrutinized  the 
operations  of  the  Association  very  closely.  Surely  they 
realized  that  the  Royal  Bank  would  not  create  conditions 
without  good,  reasons  leading  to  the  loss  of  this  premium 
and  prestige  account. 

7.  The  Imperial  Bank  did  not  take  sufficient  steps  to  guard 
against  loss  on  any  of  the  loans  to  individual  feeders. 

The  manager  said  that  the  Bank  was  making  the  loan  to  the 
Association . 

3.  .For  example  on  April  l$th,  1962  the  Bank  and  the  Associa¬ 
tion  took  all  their  cattle  which  were  in  the  possession  of 
Brandley  and  sold  them.  Yet  in  the  course  of  three  weeks 
in  September  1962  the  Supervisor  placed  cattle  to  the  value 
of  $40,000.00  with  Brandley e  The  bank  continued  to  honour 
Association  cheques  payable  to  Brandley,  in  three  instances 
for  $5 , 000.00  each  in  November  and  December  1962  as  well 
as  others. 

Another  example  was  the  placing  of  cattle  to  the  value  in  » 
excess  of  $116,000.00  with  Mehew  in  1962  when  his  contract 
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limit  was  $25,000.00. 

10.  It  is  true  that  the  bank  received  monthly  statements  showing 
alleged  debit  balances  and  the  number  of  cattle  on  hand  in 
relation  to  each  feeder.  It  is  also  true  that  inspections 
of  several  feeders  were  made  each  month. 

11.  However,  it  would  appear  that  if  the  Imperial  Bank  and  its 
successor  the  Canadian  Imperial  Bank  of  Commerce  had  kept 
a  record  of  the  loans  to  each  feeder,  the  extent  of  mani¬ 
pulation  of  the  books  by  the  supervisor  and  the  extent  of 
his  misrepresentations  to  the  bank  might  have  been  lessened. 

12.  The  attitude  of  Mr.  Bradstock  was  that  this  was  a  loan  to 
the  Association.  In  reality  these  huge  sums  of  money  were 
being  placed  in  the  safekeeping  of  an  Association  which 

in  fact  had  no  assets,  (Except  a  $500.00  membership  and 
a  small  private  reserve  for  each  member)  but  the  cattle 
purchased,  with  the  bank  money. 

In  effect  the  bank  was  operating  a  branch  office.  The 
Association  was  not  in  business  for  the  purpose  of  making  money 
as  an  Association.  Any  gain  on  cattle  feeding  was  paid  out  immed¬ 
iately  to  the  feeder. 

13.  The  importance  of  having  as  complete  a  system  of  verifica¬ 
tion  is  shown  in  this  case  by  these  facts,  viz.  The  bank 
managers  dealt  with  an  Association  which  was  governed  by 
seven  farmers,  all  successful  and  highly  respected,  all 
competent  in  their  fields  of  endeavour.  The  bank  managers 
dealt  with  a  supervisor  who  had  gained  the  complete  trust  of 
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the  Board  of  Directors.  No  one  questioned  the  competence 
and  honesty  of  the  supervisor.  He  was  a  leader  in  many 
fields  of  community  endeavour. 

Under  such  circumstances  it  is  easy  to  relax  the  ordinary 
vigilance  displayed  by  lenders  of  money.  All  the  more  reason 
for  a  system  of  checking  the  loans  to  the  Individual  feeders. 
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CHAPTER  VIII 

THE  AUDITOR 

Mr.  John  A.  Williams  is  the  senior  member  of  the  firm  of 
chartered  accountants,  Williams,  Tanner,  Bell  &  Co .  Mr. 

Williams  has  been  auditor  of  the  Association  since  1945. 

Mr.  Williams  stated  in  his  auditors  report  for  the  year 
ending  December  31st,  1963  that  the  total  estimated  deficiency 
in  the  accounts  of  the  Association  was  $$44,639.19. 

The  auditors  report  for  the  year  ending  December  31st, 

1962  showed  an  operating  reserve  of  $96.31  with  contingent 
liabilities  of  $32,000.00. 

It  was  presumed  that  all  of  this  loss  of  $$44,639.19  did 
not  take  place  between  December  31st,  1962  and  December  31st, 
1963.  The  question  arose  in  the  minds  of  the  members  and  in  my 
mind  whether  if  the  auditor  had  carried  out  more  or  different 
auditing  procedures,  the  unhappy  financial  condition  of  the 
Association  would  have  been  brought  to  light  sooner  and  the  loss 
thereby  minimized. 

I  think  that  the  duties  of  an  auditor  may  be  assumed  in  one 
of  two  ways .  They  are t 

Firstly  -  solely  by  contract  between  the  auditor  and  his  client. 
The  method  of  audit  and  its  thoroughness  may  depend  upon  the 
purpose  for  which  it  is  desired  and  the  price  which  the  client 
wishes  to  pay.  The  auditor  will  perform  his  duties  to  the  best 
of  his  ability  on  the  information  which  is  placed  before  him  by 
his  client. 

Secondly  -  by  statute. 
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The  client  is  obliged  by  law  to  have  a  yearly  audit  made  and 
perhaps  he  may  be  obliged  to  file  it  with  a  government  depart¬ 
ment  or  publish  it.  In  such  a  case  there  can  be  no  bargaining 
between  the  auditor  and  the  client  as  to  what  work  the  auditor 
is  to  do  or  what  the  statement  is  to  contain. 

The  only  item  that  can  be  bargained  about  is  the  price  for 
which  the  auditor  is  willing  to  perform  the  audit.  If  the 
auditor  does  not  obtain  his  price  he  cannot  cut  down  his  services. 
If  he  is  not  satisfiedj  he  must  refuse  the  audit.  Once  he  assumes 
the  audit ,  I  think  he  must  complete  if  in  accordance  with  the 
statutory  requirements  no  matter  what  hidden  difficulties  arise. 

The  duties  of  the  auditor  in  the  case  of  Lethbridge  Central 
Feeders  Association  Limited  were  statutory.  It  was  incumbent 
upon  the  auditor  to  perform  the  audit  in  such  a  manner  that  he 
could  sign  a  certificate  which  would  comply  with  the  provisions 
of  The  Co-operative  Associations  Act  being  R.S.A.  19 55j>  Cap. 

59  and  the  Regulations  thereunder. 

Provisions  of  the  Act  and  Regulations  governing  the  duties 
of  auditors  under  the  Act  are  as  follows : 

Section  21(d)  reads  as  follows. 

MAt  the  close  of  each  fiscal  year  the  Association  shall 
submit  accounts  for  audit  by  an  auditor  appointed  in  the 
manner  prescribed  by  the  by-laws  but  the  auditor  appoint¬ 
ed  shall  first  have  been  approved  by  the  Supervisor.” 

Section  3  of  The  Standard  By-Laws  as  contained  in  Alberta  Regu¬ 
lation  132/57  published  in  The  Alberta  Gazette  dated  October  15* 
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1957  reads  as  follows: 

3(a)  At  the  first  general  meeting  of  the  Association  and  sub¬ 
sequently  at  each  annual  meeting,  an  Auditor  shall  be 
appointed  by  the  members.  The  name  of  the  Auditor  appoint¬ 
ed  shall  be  submitted  to  the  Supervisor  for  his  approval. 

In  the  event  of  the  Supervisor  not  approving  the  nominee 
for  any  reason,  and  in  the  further  event  of  the  Associa¬ 
tion  failing  to  nominate  another  who  is  approved  by  the 
Supervisor,  then  the  Supervisor  may  appoint  an  Auditor  who 
shall  thereupon  be  the  Association’s  Auditor  for  the 
ensuing  year. 

( b }  At  the  close  of  each  fiscal  year  and  prior  to  the  holding 
of  the  annual  meeting  of  the  Association,  the  books  of  the 
Association  shall  be  closed  and  the  Auditor  shall  have 
access  to  all  the  books  and  accounts  of  the  Association, 
and  shall  examine  the  General  Statement  of  Receipts  and 
Expenditures,  Funds  and  effects  of  the  Association  and 
verify  the  same  with  the  accounts  and  vouchers  relating 
thereto,  and  shall  either  certify  the  same  as  found  by  him 
to  be  correct,  duly  vouched  and  in  accordance  with  the  law, 
or  specifically  report  to  the  Association  and  to  the 
Supervisor  in  what  respect  he  found  any  entry  or  account  to 
be  incorrect,  unvouched  for  or  not  in  accordance  with  the  law. 

(c)  The  report  of  the  Auditor  shall  be  presented  at  the  annual 
meeting  of  the  Association,  and  one  duly  certified  copy 
shall  be  forwarded  to  the  Supervisor  of  Co-operative 
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Activities  as  well  as  any  special  form  of  return  which 
may  be  required  under  the  Act, 

(d)  The  fiscal  year  of  all  Associations  incorporated  under 
The  Co-operative  Associations  Act  of  1946  shall  close  on 
the  31st  day  of  December  in  each  year0 

I  think  it  will  be  instructive  to  compare  the  duties  of 
an  Auditor  as  contained  in  The  Co-operative  Associations 
Act  with  the  duties  of  an  Auditor  as  contained  in  The  Companies 
Act  of  Alberta. 

Section  120  of  The  Companies  Act  R.S.A.  1955 9  Cap.  53 
reads  in  parts 

{2}  The  Auditors  shall  make  a  report  to  the  shareholders  or 
members  on  the  accounts  examined  by  them*,  and  on  every 
balance  sheet  laid  before  the  company  in  general  meeting 
during  their  tenure  of  office  and  the  report  shall  states 

(a)  whether  or  not  they  have  obtained  all  the  information 
and  explanations  they  have  required f  and 

(b)  whether  in  their  opinion^  the  balance  sheet  referred 
to  in  the  report  is  properly  drawn  so  as  to  exhibit 

a  true  and  correct  view  of  the  state  of  the  company's 
affairs  according  to  the  best  of  their  information 
and  the  explanations  g iven  to  them  and  as  shown  by 
the  books  of  the  company. 

3  )  Imsuch  report  the  Auditors  shall  specif  ically  call  to  the 
attention  of  the  shareholders  every  matter  connected  with 
or  arising  out  of  the  accounts  of  the  company  and  that 
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should  be  drawn  to  the  attention  of  the  shareholders . 

The  following  are  statements  made  by  Judges  in  cases  in 
which  the  duties  of  auditors  under  The  Companies  Act  were  eon- 
siaered.  These  statements  were  made  by  Lord  Justices  of  the 
Courts  in  England  in  considering  The  Companies  Act  of  Great 
Britain  but  have  been  quoted  with  approval  by  Judges  in  Canada e 
This  is  not  an  exhaustive  study  of  all  judicial  decisions  nor  is 
it  suggested  that  all  the  statements  will  apply  to  the  duties  of 
an  auditor  as  contained  in  Co-operative  Associations  Act  of 
Alberta. 

However ?  some  of  the  statements  may  assist  and  guide  me  in 
the  remarks  which  1  will  make. 

The  statements  are  as  follows? 

An  Auditor  must  take  steps  to  learn  his  statutory  duties  and  his 
duties  under  the  articles. 

Auditors  are?  however ,  bound  to  see  what  exceptional  duties ,  if 
any ?  are  cast  upon  them  by  the  Articles  of  the  company  whose 
accounts  they  are  called  upon  to  audit. 

The  statutory  duty  is  not  absolute  but  depends  upon  the 
explanations  furnished  and  information  given;  but  an  auditor 
must  ask  for  information  on  matters  which  call  for  further  in¬ 
formation. 

It  is  impossible  to  read  s.  7  of  the  Companies  Act  1&79 
without  being  struck  with  the  importance  of  the  enactment  that 
the  auditors  are  to  be  appointed  by  the  shareholders ,  and  are 
to  report  to  them  directly 9  and  not  to  or  through  the  directors. 
The  object  of  this  enactment  is  obvious.  It  evidently  is  to 
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secure  to  the  shareholders  independent  and  reliable  information 
respecting  the  true  financial  position  of  the  company  at  the  time 
of  the  audit , 

Under  the  statute  the  members  of  the  company  are  entitled 
to  have  the  safeguard  of  an  expression  of  opinion  of  the  audit- 
ors  to  the  effect,  first,  that  the  balance  sheet  is  a  full  and 
fair  balance  sbast  and  secondly  that  it,  the  balance  sheet,  is 
properly  drawn  up  so  as  to  exhibit  a  true  and  correct  view  of 
the  state  of  the  company's  affairs*  The  words  ”as  shown  by  the 
books  of  the  company”  seem  to  me  to  be  introduced  to  relieve  the 
auditors  from  any  responsibility  as  to  affairs  of  the  company  kept 
out  of  the  books  and  concealed  from  them. 

The  following  statement  was  made  by  Lopes  L.J.  in  the  case 
of  In  re  Kingston  Cotton  Mill  Co.  1396  2  Ch.  279  at  pages  233-39. 
??It  is  the  duty  of  an  auditor  to  bring  to  bear  on  the  work 
he  has  to  perform  that  skill,  care  and  caution  which  a 
reasonably  competent,  careful  and  cautious  auditor  would 
use.  What  is  reasonable  skill,  care  and  caution  must  depend 
on  the  particular  circumstances  of  each  case.  An  Auditor 
is  not  bound  to  be  a  detective,  or,  as  was  said,  to  approach 
his  work  with  suspicion  or  with  a  foregone  conclusion  that 
something  is  wrong.  He  is  a  watch-dog,  but  not  a  bloodhound. 
He  is  justified,  in  believing  tried  servants  of  the  company 
in  whom  confidence  is  placed  by  the  company.  He  is  entitled 
to  assume  that  they  are  honest,  and  to  rely  upon  their  rep¬ 
resentations  . 7 

y provided  he  takes  reasonable  care.  If  there  is  anything 
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calculated  to  excite  suspicion  he  should  probe  it  to  the 
bottom,  but  in  the  absence  of  anything  of  that  kind  he  is 
only  bound  to  be  reasonable  and  cautious." 

Lord  Lindley  said  in  the  same  case  at  page  2 $4? 

"an  auditor  is  not  an  insurer." 

The  opinions  of  Lopes  and  Lindley  L.J.J.  were  approved  by 
justices  of  the  Court  of  Appeal  of  British  Columbia  in  Blue 
Band  Navigation  Company  Limited  v  Price  Waterhouse  &  Company 
(1934-2W.W.R.  49). 

To  continue  with  further  observations: 

It  is  no  part  of  an  auditor's  duty  to  take  stock.  No  one 
contends  that  it  is.  He  must  rely  on  other  people  for  details 
of  stock  in  trade  on  hand. 

He  is  not  a  stock  expert;  there  are  many  matters  in  respect 
of  which  he  must  rely  on  the  honesty  and  accuracy  of  others.  He 
does  not  guarantee  the  discovery  of  all  fraud. 

Auditors  must  not  be  made  liable  for  not  tracking ^out  in¬ 
genious  and  carefully  laid  schemes  of  fraud  where  there  is 
nothing  to  arouse  their  suspicions  and  when  those  frauds  are 
perpetrated  by  tried  servants  of  the  company  and  are  undetected 
for  years  by  the  directors.  So  to  hold  would  make  the  position 
of  an  auditor  intolerable 
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In  a  case  dealing  with  the  duties  of  an  auditor  in  auditing 
the  books  of  a  public  authority,  Lord  Russell  of  Killowen  said 
at  page  21  in  the  report  of  the  case  of  Thomas  v  Devonport  Corp. 
1900  1  Q.B.  16 : 

T!I  do  not  subscribe  to  the  doctrine  that  his  sole  duty 
is  to  see  whether  there  are  Touchers,  apparently  formal 
and  regular  justifying  each  of  the  items  of  which  the 
authority  seeks  to  get  credit  upon  the  accounts  put  before 
the  auditors  for  credit, 

*1  think  that  is  an  incomplete  and  imperfect  view  of  the 
duties  of  the  auditors. 

rI  think  an  auditor  is  not  only  entitled  but  justified  and 
bound  to  go  further  than  that,  and  by  fair  and  reasonable 
examination  of  the  Touchers  to  see  that  there  are  not 
amongst  the  payments  so  made  payments  which  are  not 
authorized  by  the  duty  of  the  authority  or  contrary  to  the 
duty  of  the  authority  or  in  any  other  way  illegal  or 
improper . 

7If  he  discovers  that  any  such  improper  or  illegal  payments 
appear  to  have  been  made,  his  duty  will  certainly  be  to 
make  it  public  by  report  to  the  authority  itself,  and  the 
burgesses  who  created  that  authority® !* 

It  is  the  duty  of  an  auditor  to  verify  not  merely  the 
arithmetical  accuracy  of  the  balance  sheet,  but  its  substantial 
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accuracy,  to  see  that  it  includes  the  particulars  required  by  the 
articles  and  by  statute ,  and  contains  a  correct  representation 
of  the  company's  affairs*  While ,  therefore*,  it  is  not  his  duty 
to  consider  whether  the  business  is  prudently  conducted ,  he  is 
bound  to  consider  and  report  to  the  shareholders  whether  the 
balance  sheet  shows  the  true  financial  position  of  the  company. 

With  these  expressions  of  opinion  on  the  duties  of  auditors 
in  mind,  I  will  endeavour  to  give  in  as  concise  a  manner  as 
possible,  the  conclusions  I  have  reached  in  this  Inquiry.  They 
are : 

1.  It  would  appear  that  the  auditor  did  not  give  a  certificate 
in  the  form  required  by  the  regulations  under  the  Co-operative 
Associations  Act.  I  think  that  throughout  the  years  the  Auditor 
gave  a  certificate  which  was  sufficient  under  the  provisions  of 
the  Companies  Act.  Is  there  a  substantial  difference? 

Section  £(b)  of  the  Regulations  under  the  Co-operative 
Associations  Act  reads  that  the  auditor  shall  examine  the  General 
Statement  of  Receipts  and  Expenditures,  Funds  and  Effects  of  the 
Association  and  verify  the  same  with  the  accounts  and  vouchers 
relating  thereto,  and  shall  either  certify  the  same  as  found  by 
him  to  be  correct,  duly  vouched  and  in  accordance  with  the  law, 
or  specifically  report  to  the  Association  and  to  the  Supervisor 
in  what  respect  he  found  any  entry  or  account  to  be  incorrect, 
unvouched  for  or  not  in  accordance  with  the  law. 

Section  120  s.s.  2  of  The  Companies  Act  reads  that  the 
report  of  the  auditor  shall  state  whether  or  not  the  auditor  has 
obtained  all  the  information  and  explanations  he  requires. 
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whether  in  his  opinion  the  balance  sheet  is  properly  drawn  so  as 
to  exhibit  a  true  and  correct  view  of  the  state  of  the  company’s 
affairs  according  to  the  best  of  their  information  and  the  explan¬ 
ation  given  to  them  and  as  shown  by  the  books  of  the  company® 

Subsection  3  provides  that  the  auditors  shall  specifically 
call  to  the  attention  of  the  shareholders  every  matter  connected 
with  or  arising  out  of  the  accounts  of  the  company  and  that 
should  be  drawn  to  the  attention  of  the  shareholders. 

I  have  examined  the  Auditor’s  reports  for  the  years  19533 
1959?  I960  and  1961.  They  are  in  the  exact  words  of  the  section 
120  of  The  Companies  Act  followed  by  a  discussion  of  various 
items . 

In  those  years  the  second  paragraph  of  the  report  read: 
nIn  our  opinion  the  accompanying  Balance  Sheet  and  State¬ 
ment  of  Operating  Account  and  Revenue  and  Expenditure  are 
properly  drawn  up,  subject  to  the  comments  which  follow, 
so  as  to  exhibit  a  true ard  correct  view  of  the  state  of  the 

affairs  of  the  Association  as  at  _ 19_ _  and 

the  results  of  its  operations  for  the  year  ended  on  that 
date,  according  to  the  best  of  our  information,  the 
explanations  given  to  us,  and  as  shown  by  the  Books  of  the 
Company. n 

The  corresponding  paragraph  in  the  report  for  the  year 
1962  read: 

,f Subject  to  the  above  comments,  in  our  opinion,  the 
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accompanying  Balance  Sheet  and  related  statements  of 
Revenue  and  Expense  are  properly  drawn  up  so  as  to  exhibit 
a  true  and  correct  view  of  the  state  of  the  affairs  of  the 
Association  as  at  31st  December,  1962  and  the  results  of 
its  operations  for  the  year  ended  on  that  date,  in 
accordance  with  generally  accepted  accounting  principles 
applied  on  a  basis  consistent  with  that  of  the  preceding 
period  except  in  the  matter  of  recording  depreciation  to 
which  we  agree." 

In  his  evidence,  Mr.  Williams  gave  a  very  extensive  state- 
ment  as  to  the  usual  and  recognized  procedures  now  followed  by 
auditors.  He  said  that  a  sampling  of  vouchers,  cheques,  etc., 
will  reveal  discrepancies  and  improper  entries  and  that  is  the 
general  practice  now  followed  by  auditors. 

But  is  this  sufficient  under  the  provisions  of  Section  8 
of  the  regulations. 

The  regulations  read  that  the  auditor  shall  certify  that 
he  has  verified  the  receipts,  expenditures,  funds  and  effects 
with  accounts  and  vouchers  relating  thereto  and  shall  certify 
that  the  same  are  found  by  him  to  be  correct,  duly  vouched  and 
in  accordance  with  the  law.  If  he  does  not  so  find  he  must  say 
in  what  respect  he  found  any  entry  or  account  to  be  incorrect, 
unvouched  for  or  not  in  accordance  with  the  law. 

Now  this  regulation  imposes  a  very  heavy  burden  on  the 
auditor,  and  at  first  reading  it  might  be  said  that  an  auditor 
could  not  fulfill  this  requirement.  But  the  regulation  is  there. 
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It  is  the  law  of  Alberta.  If  it  should  be  altered  it  is  the 
Legislature  that  must  alter  it. 

In  its  wisdom  the  Legislature  has  enacted  that  the  auditor 
must  certify  as  is  provided  in  the  regulation.  I  think  under 
that  regulation  the  auditor  must  examine  each  voucher  and  not 
sample.  The  company* s  Act  provides  that  the  Auditor  shall 
give  his  opinion  that  everything  is  correct.  The  regulations  under 
the  Co-operative  Association  Act  reads  that  the  auditor  shall 
certify  that  everything  is  correct. 

What  must  the  auditor  do  in  order  to  be  able  to  say  that  the 
receipt's  and  disbursements  are  in  accordance  with  the  law.  I 
think  that  a  reasonable  interpretation  of  this  requirement  is 
that  the  auditor  should  satisfy  himself  that  the  Board  of 
Directors  have  complied  with  the  provisions  of  the  Co-operative 
Associations  Act,  and  the  regulations  in  the  conduct  of  the  busi¬ 
ness  of  the  Association. 

One  of  the  sections  which  should  have  been  kept  in  mind  is 
Section  25  (2)  (3)  (4)  which  read  as  follows: 

25(2)  A  contract  that,  if  made  between  private  persons,  would 
be  by  law  required  to  be  in  writing  and  signed  by  the 
persons  to  be  charged  therewith  may  be  made  on  behalf 
of  the  Association  in  writing  by  a  person  acting  under 
the  authority  of  the  association,  and  may  in  the  same 
manner  be  varied  or  discharged. 

(3)  A  contract  that,  if  ma.de  between  private  persons  would 
be  valid  by  law,  though  made  by  word  of  mouth  anly  and 
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not  reduced  into  writing,  may  be  made  on  behalf  of  the 
association  by  a  writing  not  under  seal,  signed  by  a 
person  authorized  under  the  authority  of  the  association. 

(4)  A  contract  that  may  be  or  has  been  made,  varied  or  dis¬ 
charged  according  to  the  provisions  contained  in  sub¬ 
section  (1)(2)  and  (3)  so  far  as  the  form  thereof  is 
concerned,  effectual  in  law  and  binding  on  the  associa¬ 
tion  and  other  parties  thereto. 

The  effect  of  subsections  3  and  4  is  clear.  Any  contract 
which  may  be  made  by  word  of  mouth  by  private  persons  must  in 
the  case  of  a  Co-operative  association  be  in  writing  and  signed 
by  a  person  acting  under  the  authority  of  the  Association. 

This  differs  from  the  provisions  of  section  134  of  The 
Companies  Act  which  reads  that  any  contract  by  word  of  mouth 
which  is  valid  if  made  between  private  persons  is  also  valid  inso¬ 
far  as  a  company  is  concerned  if  made  by  a  person  authorized 
under  its  authority,  express  or  implied. 

There  is  therefore  a  very  serious  difference  between  the 
law  relating  to  Co-operative  Associations  and  the  law  relating 
to  companies.  Companies  can  do  business  by  verbal  contract. 
Contracts  of  Co-operative  Associations  must  be  in  writing  and 
any  variation  must  be  in  writing. 

Each  member  of  the  Association  signed  a  contract  and  the 
contract  was  properly  signed  by  the  officers  of  the  company. 

Two  of  the  clauses  of  the  contract  read: 

T!3 .  The  term  of  this  agreement  shall  be  for  a  period 
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of  twelve  (12)  months  from  the  day  of  _ 

A  .D  .  19 _ . 

ko  The  total  value  of  the  livestock  to  be  provided  by 
the  Association  during  the  said  term  shall  not 
exceed 

I  think  it  is  clear  on  that  reading  these  clauses  in  con¬ 
junction  with  Section  25  of  the  Act,  one  must  come  to  the  con¬ 
clusion  that  if  delivery  of  livestock  to  a  value  greater  than 
the  maximum  value  set  out  in  the  agreement  is  made  to  a  feeder, 
such  delivery  is  in  violation  of  law  unless  the  Association  and 
the  feeder  enter  into  a  new  contract . 

The  other  section  which  should  have  been  kept  in  mind  is 
section  14  of  the  Act  which  reads: 

,fNo  loan  shall  be  made  by  an  association  or  director 

unless  the  association  is  specifically  empowered  by 

extraordinary  resolution  to  make  such  loans.” 

Section  3 of  the  Memorandum  of  Association  of  the  Associa¬ 
tion  read  in  part: 

”The  objects  for  which  the  Association  is  being  formed 

4 

are 

(e)  to  advance  money  to  its  members  on  the  security  of 
their  real  or  personal  property  upon  such  terms 
as  the  directors  may  deem  expedient.” 

It  may  be  argued  that  the  Memorandum  gave  the  directors 
power  to  make  loans  to  members .  But  I  think  it  is  the  law  that 
the  provisions  of  the  Act  supersede  any  provision  in  the  Memo- 
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randum.  I  have  checked  the  minutes  back  to  1950  and  can  find 
no  Extraordinary  Resolution  authorizing  loans  to  members  or 
directors.  I  do  not  believe  that  there  is  a  copy  of  such  a 
resolution  on  file  with  the  Registrar  of  Oompanies  or  the 
Supervisor  of  Co-operative  Activities. 

It  might  be  said  that  this  is  a  foolish  argument,  that  this 
Association  was  lending  millions  of  dollars  to  its  members. 

But  the  contract  signed  by  the  member  and  the  Association 
says  nothing  about  the  Association  lending  any  money  to  the 
member.  The  contract  reads  that  the  Association  is  providing 
livestock  for  the  feeder  to  feed.  Even  the  bank  guarantee  in 
the  contract  is  restricted  to  10  per  cent  of  the  value  of  the 
livestock  covered  by  the  agreement  less  the  sum  of  $500.00. 

The  livestock  is  owned  by  the  Association  at  all  times. 

Certainly  the  Association  would  have  the  right  to  pay  a 
pro  rata  share  of  the  selling  price  less  purchase  price  of 
livestock  (including  expenses)  to  the  feeder  if  the  livestock 
is  sold  in  different  lots.  Again  the  Association  would  have 
the  right  to  use  its  money  to  buy  feed  for  its  own  livestock. 

But  under  no  circumstances  had  the  Directors  the  right  to 
lend  money  to  J ones  to  pay  off  his  mortgage,  or  to  Nelson  to 
clear  an  estate p  and  even  if  the  Directors  had  had  any  such 
power,  the  Supervisor  would  not  have  the  right  to  make  such 
loans  without  authorization  from  the  Directors. 

I  do  not  know  what  would  have  happened  if  the  auditor 
had  told  the  Annual  Meeting  of  members  held  on  March  30th, 
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1963  that  two  members  with  a  contract  limit  of  40,000  had  a  debit¬ 
or  $102,000.00  and  $£Q, 000.00  respectively,  one  with  30,000  had 
a  debit  of  $5$, 000.00  and  another  with  20,000  had  a  debit  of 

$60, 000 e  00 • 

N©  matter  wha.t  they  would  have  done,  they  were  entitled  to 
know a  It  has  been  said  that  the  directors  knew  that  the  super¬ 
visor  was  giving  money  to  feeders  beyond  the  limits  of  contracts. 
It  has  been  said  that  many  members  also  knew  of  this  condition. 
But  many  feeders  did  stay  within  their  limits,  more  than  half 
the  members  and  probably  nearly  two  thirds  of  the  members  at  all 
times.  They  were  entitled  to  know  that  the  members  of  the  Board 
and  the  Supervisor  were  obeying  the  law  as  contained  in  sections 
14  and  25  of  the  Act,  The  only  person  who  would  likely  tell  them 
if  the  law  was  broken  was  the  auditor  and  I  think  it  was  his  duty 
to  do  so  under  Section  £  of  the  Regulations . 

The  third  point  in  my  comments  concerning  the  audit  concerns 
the  whole  method  of  preparing  the  balance  sheet 0 

The  main  asset  is  described  ass 
Accounts  Receivable 

Members *  cattle  accounts  $2,614, 593 . 17. 

During  the  course  of  the  Inquiry  I  suggested  to  Mr.  Williams 
and  his  counsel  that  the  asset  should  have  been  expressed  in 
terms  of  cattle  owned  by  the  Association  in  which  the  asset  would 
have  shown  that  the  Association  had  !?xn  number  of  dollars  invest¬ 
ed  in  !*yn  number  of  cattle. 

I  think  at  that  point  all  of  us  got  on  the  wrong  track. 
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Mr*  Williams  said  that  he  could  not  be  expected  to  count  cattle* 

I  should  have  made  it  clear,  and  I  don^t  think  I  did,  that  neither 
Mr.  Williams  nor  members  of  his  staff  would  have  to  count  cattle. 

The  judicial  decisions  hold  that  auditors  are  not  stock 
takers*  Auditors  are  not  stock  experts.  They  must  rely  on 
other  people  for  details  of  the  physical  assets  of  the  firm. 

But  if  the  auditor  had  Insisted  that-  the  left  hand  side  of 
the  ledger  card  of  each  member  be  kept  up  and  balanced,  I  think 
it  would  have been  very  difficult  for  Hatch  to  create  phantom 
herd  in  the  possession  of  Bishop,  the  transfers  to  Johansen 
would  have  had  to  be  described  in  numbers  and  weights  and  price; 
Hatch  could  not  have  created  cattle  in  the  accounts  of  Hyde  and 
the  Third  Ward  and  have  them  disappear  into  Cattle  Trading 
Account  through  Karlas  account.  Someone  said  that  it  would 
have  been  difficult  to  keep  track  of  death  losses.  I  don?t 
think  so.  If  members  had  been  told  that  they  must  report  death 
losses  I  believe  that  they  would  have  done  so.  The  cattle 
trading  account  went  out  of  balance  in  1957  and  was  never  balanced 
thereafter.  I  don*t  think  it  would  have  been  too  difficult  to  do 
so.  After  all  Mr.  Sucher  who  kept  the  books  of  the  Holding  Pen 
from  April  1962  on,  did  a  good,  job  of  keepingtrack  of  where  all 
animals  that  came  in  to  the  Holding  Pen  went  to.  His  livestock 
and  Price  Control  Books  contained  cross  references  which 
accounted  for  all  cattle  going  through  the  Holding  Pen. 

Mr*  Williams  stated  that  he  had  made  inquiries  concerning 
the  procedure  adopted  by  ether  auditors  in  preparing  balance 
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sheets  on  cattle  feeding  operations.  So  far  as  he  could 
ascertain  they  all  used  the  "Accounts  Receivable"  basis  in  the 
same  manner  as  Mr.  Williams  did. 

I  may  be  presumptuous  in  suggesting  that  the  present  pro¬ 
cedure  which  is  used  by  several  auditors  is  wrong,  but  I  find 
I  must  because 

(1)  The  cattle  are  always  owned  by  the  Association,  and 

(2)  The  cattle  are  the  assets  which  were  purchased  with 
the  bank  money, 

(3)  The  bank  had  section  88  security  on  the  cattle  and 
their  number  and  whereabouts  should  always  have  been 
accounted  for. 

not 

(4)  Tinder  the  terms  of  the  contract,  the  feeder  did /owe 
the  Association  any  money  until  the  cattle  were  sold 
and  the  deficiency  if  any  was  ascertained. 

I  think  that  Section  8  of  the  regulations  must  be  complied 
with  as  long  as  it  remains  in  force.  If  the  Supervisor  of 
Co-operative  Activities  thinks  that  it  is  too  onerous  an  obliga¬ 
tion  to  place  on  the  auditor,  then  the  regulations  should  be 
altered . 

I  am  surprised  that  the  Supervisor  of  Co-operative  Acti¬ 
vities  has  accepted  auditors  certificates  for  many  years  which, 
although  they  comply  with  the  provisions  of  the  Companies  Act 
do  not  comply  with  the  provisions  of  Section  8  of  the  regulations 
of  the  Co-operative  Associations  Act. 
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CHAPTER  IX 

THE  MEMBERS  OF  THE  ASSOCIATION 

The  number  of  members  of  the  Association  varied  from  a  high 
of  17$  in  1939  to  a  low  of  142  in  I960  in  the  period  between 
1953  and  1963  *  It  appears  that  there  were  a  number  of  inactive 
members  in  1939  and  their  memberships  were  refunded  in  I960. 
There  were  164  members  recorded  in  the  books  of  the  Association 
on  December  31st,  1963 . 

The  great  majority  of  the  members  were  honest  and  men  of 
integrity. 

But  as  some  members  gave  evidence  to  the  effect  that  they 
signed  contracts  without  reading  them;  that  they  paid  no  atten¬ 
tion  to  the  contents  of  the  contracts  and  thought  that  the  con¬ 
tract  limits  were  meaningless,  one  wondered  whether  in  a  few 
cases  the  admonition 

,fa  man^s  word  should  be  as  good  as  his  bond” 
should  not  be  changed  to 

T,a  manfs  bond  should  be  as  good  as  his  word”. 

But  the  fact  remains  that  of  the  139  members  who  had  debit 
balances  on  January  31st,  1964*  only  20  had  debit  balances  of 
&3S 000.00  or  more  in  excess  of  their  contract  limits  and  3 
had  debit  balances  in  excess  of  &3 ,000.00  without  a  signed 
contract . 

In  reviewing  the  accounts  in  which  the  heavy  losses 
occurred,  I  found: 

(1)  that  there  was  evidence  that  in  some  cases  the  supervisor 


-  294  - 


had  had  a  financial  interest  in  giving  credit  so  that  he  could 
make  a  profit,  viz. 

(a)  Burke,  V.L.  -According  to  Burke,  he  and  Hatch  con¬ 
spired  to  use  the  money  of  the  Association  in  order  to 
make  a  profit  on  a  house  deal  in  Calgary.  Burke  did  not 
consider  himself  to  be  a  member  of  the  Association.  He 
did  not  brand  any  cattle  with  the  cleaver  brand. 

(b)  Jones,  H.A.  and  Nelson,  Ray  -  According  to  Nilsson 
he  and  Hatch  were  secret  partners  in  cattle  feeding  deals 
with  Kline  in  regard  to  cattle  fed  by  Jones  and  Nelson 
and  in  each  case  money  of  the  Association  was  used  to  buy 
and  feed  the  cattle. 

(c)  Meeks,  Glen,  and  Meeks,  Rex  -  Hatch,  Rex  Meeks  and 
Glen  Meeks  were  engaged  in  a  cow  calf  deal  in  which  Hatch 
used  Association  money  to  buy  the  cows. 

{ 2 )  Hatch  made  deals  with  Johansen  and  Bishop  in  which  secret 
credits  were  extended  to  Mehew,  John  Thiesspn  and  J.  B.  Merrill. 
(3)  Several  contract  feeding  arrangements  whereby  the  Associa¬ 
tion  supplied  the  money  to  buy  feed  for  Noel  Brandley,  Brandley 
is  sure  that  he  did  not  receive  proper  credit  on  the  last 
Canadian  Dressed  Meats  contract.  In  the  cases  of  Jones,  Nelson 
and  John  Thiessen,  the  members  never  had  feed  at  any  time  nor 
the  means  to  buy  it.  These  were  cases  of  straight  feeding 
gambles  with  Association  money.  In  the  other  cases,  Association 
money  was  used  for  farming  expenses,  purchases  of  machinery, 
repayment  of  bank  loans,  living  expenses,  besides  feed  purchases. 


' 


. 


. 


-  295  - 


It  is  fair  to  say  that  except  for  the  losses  sustained  in 
these  nine  accounts,  the  Association  would  be  operating  today. 

It  was  suggested  that  the  cause  of  the  collapse  of  the 
organization  was  the  drop  in  cattle  prices. 

In  the  first  instance  any  drop  in  cattle  prices  should  not 
have  affected  the  Association.  If  the  supervisor  had  properly 
looked  after  the  accounts,  cattle  would  not  have  been  given  to 
people  who  did  not  have  feed,  improper  advances  would  not  have 
been  made,  and  any  loss  because  of  a  drop  in  price  would  have 
been  suffered  by  the  feeder  and  not  the  Association.  It  would 
have  taken  another  catastrophy  such  as  the  Foot  and  Mouth 
Disease  embargo  to  seriously  affect  the  financial  stability  of 
the  Association.  No  such  catastrophy  occurred.  All  other 
feeding  co-operatives  in  Southern  Alberta  are  still  solvent  and 
operating.  Many  feeders  suffered  severe  losses  in  1963  and 
1964  but  are  still  operating. 

Mr.  W.  B.  Munro  wrote  an  article  which  was  published  in 
the  November  1964  issue  of  Canadian  Cattlemen.  He  included  a 
chart  in  the  article.  The  figures  in  the  chart  indicated  that  on 
putting  300  lbs.  on  a  700  lb.  steer,  the  profit  after  paying  for 
hay,  barley,  oats,  transportation,  marketing  costs,  salt,  min¬ 
erals,  vet  costs,  interest  @  6  per  cent  and  2  per  cent  death 
loss  was  &2$.63  in  the  feeding  season  of  1960-1961,  &23.$4  in 
the  feeding  season  of  1961-1962,  a  loss  of  .24  cents  in  the 
feeding  season  of  1962-1963  and  a  loss  of  $14*0$  in  the  feeding 
season  of  1963-1964* 
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In  ether  words  there  may  have  been  a  loss  in  1963  because 
of  the  loose  manner  in  which  the  Supervisor  handled  the  money 
of  the  Association. 

But  there  had  been  a  heavy  loss  prior  to  January  1st, 1963. 
The  Supervisor  misrepresented  debits  to  the  bank  on  January  1st 
1963  in  the  amount  of  $265 ? 000.00.  The  misrepresentation  grew 
to  $275? 000.00  by  January  1st,  1964 . 

True  there  were  substantial  losses  in  1963  which  losses 
were  increased  by  market  conditions  but  the  losses  were  due 
to  the  actions  of  the  Supervisor. 
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CHAPTER  X 

THE  BOARD  OF  DIRECTORS 

The  Board  of  Directors  was  composed  of  seven  members  elected 
by  the  membership  at  large  at  the  annual  meeting.  Four  directors 
were  elected  one  year  and  three  directors  were  elected  the  follow¬ 
ing  year. 

The  members  of  the  Board  held  a  meeting  every  month.  An 
examination  of  the  minutes  shows  that  the  Directors  were  very 
faithful  in  attending  meetings  of  the  Board. 

The  minutes  of  the  meeting  of  the  Board  held  on  April  10, 

1962  show  that  the  director's  fees  were  increased  to  &15.00  a 
meeting  plus  12  cents  a  mile  for  travelling.  The  amount  paid 
to  directors  in  1962  was  &2,0$2.75* 

There  was  a  strong  continuity  in  the  membership  of  the 
Board.  Five  of  the  members  of  the  Board  of  1953 ”1954  con¬ 

tinued  as  Directors  until  the  spring  of  1964 . 

The  members  of  the  Board  exercised  a.  good  deal  of  control 
over  the  affairs  of  the  Association  in  the  early  years  of  the 
Association.  There  were  problem  accounts  and  losses  but  all  the 
facts  were  presented  to  the  Board.  The  office  accounts  were 
presented  each  month  for  approval.  Applications  for  membership 
seem  to  have  been  carefully  considered.  In  some  cases  a  member 
of  the  Board  visited  the  farm  of  the  applicant  and  inspected  his 
feeding  facilities  before  his  application  was  approved.  Control 
was  exercised  over  the  lending  of  money  by  the  directors.  I 
noted  for  example,  an  application  for  extra  credit  to  take  care 
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of  a  short  overlap  between  summer  and  winter  feeding.  I  also 
noted  an  application  for  a  small  increase  in  a  contract  limit  for 
a  member  to  whom  in  later  years  the  supervisor  issued  cheques  in 
thousands  of  dollars  without  reference  to  the  Board. 

Then  with  the  Association  becoming  financially  solvent  again, 
a  lack  of  interest  on  the  part  of  the  members  crept  into  the 
affairs  of  the  Association.  The  Annual  Meetings  could  not  be 
held  in  1956  and  195$  because  a  quorum  of  members  did  not  attend. 

Borne  witnesses  said  advances  for  feed  had  been  made  through¬ 
out.  the  history  of  the  Association.  There  is  a  difference  between 
an  advance  for  feed  when  an  emergency  arises,  and  advances  to 
feeders  who  never  had  feed  on  hand  or  assets  with  which  to  buy 
it.  I  accept  the  evidence  of  the  members  of  the  Board  when  they 
said  that  they  never  sanctioned  advances  for  feed  as  a  matter  of 
course . 

But  when  they  approved  a  statement  authorizing  feed  advances 
without  setting  up  rules  and  regulations  for  these  advances,  they, 
in  effect,  abdicated  their  powers  as  directors  and  gave  the 
supervisor  a  free  hand. 

Then  in  1961  the  Association  set  up  two  subsidiary  develop¬ 
ments  in  the  Holding  Pen  and  in  the  Marketing  Agency.  The 
ramifications  of  the  Association  became  too  big  for  the  Board 
to  handle  without  a  review  of  organizational  procedures  and  some 
checks  on  the  powers  of  the  supervisor.  Instead  the  Supervisor 
assumed  more  and  more  power. 

This  is  a  small  item  but  it  is  indicative  of  his  control  of 
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the  Association.  After  reading  the  minutes  at  the  Board  Meetings 
he  stopped  presenting  them  to  the  President  for  his  signature. 

He  accepted  eight  new  members  in  1963  without  approval  of 
the  directors.  He  refunded  memberships  and  reserves  to  members 
in  1963  in  the  total  amount  of  $14,206.09  without  recording  in 
the  minutes  any  approval  of  the  Board  for  such  refunds. 

It  has  been  suggested  that  no  one  paid  attention  to  contract 
limits  and  that  advances  for  feed  were  common. 

Perhaps  the  record  of  the  members  of  the  Board  should  be 
examined  to  see  if  they  set  a  good  example  to  the  remainder  of 
the  members . 

The  President,  Mr.  Houlton  had  a  contract  limit  of  $5,000.00. 
He  had  not  been  an  active  user  of  the  credit  of  the  Association 
since  I960.  His  debit  never  exceeded  $2,300.00  after  that  time. 

The  Vice-President,  Mr.  Paxman  had  a  contract  limit  of 
$30,000.00.  He  exceeded  his  limit  for  short  periods  of  time  by 
$2,000.00  or  $3,000.00.  On  October  2$th,1963  he  took  possession 
of  calves  at  a  value  of  $1$, 000.00  and  was  over  his  contract 
for  7  days  by  an  amount  of  $9,000.00.  He  paid  in  $12,000.00 
on  November  4th, 1963  to  place  his  debt  at  $3,000.00  below  his 
contract  limit . 

Mr.  D.  L.  Keeler  had  a  contract  limit  of  $30,000.00  and  his 
debit  was  never  above  that  amount. 

The  late  E.  Reynold  had  a  contract  limit  of  $10,000.00 
and  his  debit  was  never  above  that  amount. 

Mr.  Don  Porter  had  a  contract  limit  of  $32,000.00.  He 
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never  exceeded  that  amount  except  up  to  $2,000.00  between 
October  31st  and  December  9th,  1963. 

Mr.  F.  P.  Stevens  had  a  contract  limit  of  $30,000.00. 

His  debit  rose  as  high  as  $37*000.00  between  November,  1962  and 
April,  1963.  His  debit  rose  as  high  as  $39,000.00  between 
November  1963  and  March  1964.  Although  Mr.  Stevens  exceeded 
his  contract  limit  and  should  have  had  it  raised  by  the  Board, 
he  had  gocd  equity  in  the  cattle.  He  received  a  cheque  for 
$16,446.65  from  the  Association  after  his  debit  and  further 
interest  charges  were  paid  when  the  cattle  were  sold. 

Mr.  Alvin  Bullock  had  a  contract  limit  of  $20,000.00. 

His  debit  was  never  above  $15,000.00  since  1939. 

I  cannot  see  any  record  of  any  director  having  received 
advances  for  the  purchase  of  feed.  I  think  the  records  show  that 
habitual  advances  for  feed  were  made  in  the  most  part  to  those 
few  members  whose  debits  caused  the  bankruptcy  of  the 
Association. 

But  as  the  years  went  by,  the  Supervisor  convinced  the 
members  of  the  Board  that  lending  policies  should  be  determined 
without  too  much  attention  being  paid  to  advice  from  banking 
officials . 

An  example  of  this  attitude  is  found  in  a  statement  by 
one  of  the  members  of  the  Board  which  was  contained  in  an 
article  published  in  the  November  I960  issue  of  The  Canadian 
Cattlemen.  It  read  in  part: 

TIReally  we*re  in  the  banking  business.  We^re  loaning 
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a  lot  of  money  and  we  want  to  make  sure  our  money 
comes  back.  However  the  banks  could  learn  quite  a 
bit  from  us  practical  men.  As  well  as  evaluating 
a  man?s  statement,  we  evaluate  the  man.  We  look  at 
his  enthusiasm,  ability,  his  character,  when  he 
joins  us.  And  after  he  has  a  few  yearfs  experience 
we  can  see  where  he  has  come  from  and  where  he  has 
gone  to . TT 

This  system  might  have  worked  (not  many  bankers  would  agree) 
if  the  members  of  the  Board  had  kept  control  of  the  loans  and 
had  known  where  the  money  was  going  and  how  much.  Unfortunately 
they  had  too  much  confidence  in  the  supervisor  and  disaster 
ensued.  When  a  member  of  the  Board  had  doubts  about  any  account, 
the  supervisor  was  so  persuasive  in  his  explanations  that  the 
member  never  expressed  his  doubts  at  a  meeting  of  the  Board. 

When  the  auditor  brought  up  questions  to  the  Board  concerning 
advances  exceeding  contract  limits,  and  other  seeming  irregul¬ 
arities,  again  the  supervisor  was  able  to  convince  the  members 
of  the  Board  that  everything  was  in  order  and  there  was  no  cause 
for  alarm. 

I  think  that  it  is  fair  to  say  that  Mr.  Hatch  did  not 
volunteer  any  information  after  March  17th,  1964  on  any  matters 
in  which  he  was  involved  personally.  As  definite  proof  was 
presented  to  him  from  time  to  time  he  did  admit  his  liability  on 
certain  items  including: 

Central  Cattle  Co,  and  O.King  &  6,396.00 
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Separate  profit  with  Ee  Allsop 
Lethbridge  3rd  Ward 
Various  advance  accounts 


$  5,581.33 


3,320.21 

6.138.47 


$  21,436.01 


Mr,  Hatch  transferred  his  equities  in  two  houses  to  the 
Association  at  an  agreed  value  of  $15,000.00. 

The  members  of  the  Board  met  more  than  25  times  between 
March  19th,  1964  and  August  12,  1964  in  an  effort  to  ascertain 
the  true  state  of  the  deficient  accounts  and  in  an  effort  to 
save  the  Association.  Proposals  and  counter  proposals  were 
made  between  the  Association  and  the  Bank.  Four  new  members 
were  elected  to  the  Board  at  the  Annual  Meeting  of  members  held 
on  August  12th, 1964.  Mr.  C.  fi.  Brandley  was  elected  President 
by  the  Board,  Further  efforts  were  made  by  the  new  constituted 
Board  to  reach  an  agreement  with  the  Bank  so  that  the  Association 
might  continue.  These  negotiations  were  not  successful.  The 
Association  has  ceased  to  function. 

In  the  meantime  many  of  the  members  were  not  satisfied  with 
the  information  which  had  been  given  to  them.  Ten  members  asked 
in  June  1964  that  the  Inquiry  be  held.  Then  in  August  a  petition 
signed  by  45  members  was  forwarded  to  the  Government  requesting 
that  an  inquiry  be  held.  A  few  days  later  another  copy  of  the 
petition  was  forwarded  with  an  additional  eleven  names. 


•i 


i 


•'vl  io'H'j  is i.t  'ir. 


r  i  9  e  9 


;•  o  -  n  -....;  .1w  XTi  .1  «  3 


ibbj  .:a  i  •  :w  »f.  nrio'i  c  .  no,\  2 


CONCLUSION 


It  has  taken  me  a  longer  time  to  write  this  report  than  I 
anticipated . 

I  have  been  surrounded  by  a  maze  of  evidence,  reports, 
ledger  cards,  bookkeeping  books,  and  vouchers,  settlements,  and 
cancelled  cheques  in  the  thousands.  It  has  been  difficult  to 
trace  and  understand  entries  as  they  were  transferred  from 
holding  pen  to  the  Association  to  members*  ledger  card  to  journal 
to  ledger  card. 

But  in  conclusion  I  find  that  the  petitioners  who  requested 
that  an  Inquiry  be  held  were  justified  in  their  request. 

A  member  of  a  co-operative  formed  for  the  purposes  of: 

(1)  buying  cattle  on  his  behalf, 

(2)  borrowing  money  from  the  bank  for  the  purpose  of  buying 
the  cattle, 

(3)  selling  the  cattle  on  his  behalf  after  he  fattened  them, 

(4)  paying  him  the  difference  between  the  cost  of  the  cattle 

to  the  Association  (viz.  purchase  price,  commission,  branding 
vaccination,  trucking  and  interest)  and  the  selling  price 
of  the  cattle, 
has  the  right  to  know: 

(l)  That  the  Association  is  purchasing  the  best  feeder  cattle 
at  the  best  possible  price  with  no  hidden  commissions, 
profits  or  kickbacks.  In  that  respect  he  has  the  right  to 
know  that 

(a.)  the  weights  and  prices  of  the  cattle  debited  to  him 
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(b)  all  other  charges  are  correct 

(c)  the  weights,  prices  and  charges  of  cattle  when  sold, 
after  they  are  fattened,  are  correct. 

(2)  That,  if  he  is  obeying  the  rules  of  the  Co-operative  and 
living  up  to  the  terms  of  his  contract,  whether  other 
members  are  so  doing,  and  if  they  are  not,  in  what  manner 
as  for  examples 

(a)  Whether  other  members  are  exceeding  their  contract 
limits 

(b)  If  other  members  are  receiving  funds  from  the 
Association  which  they  should  not  receive. 

(3)  If  money  of  the  Association  is  given  or  lent  to  people  who 
are  not  members, 

(4)  If  employees  of  the  Association  are  using  funds  of  the 
Association . 

In  his  address  to  the  Annual  Meeting  held  on  August  12th, 
1964,  Vice  President  Paxman  said: 

,TIt  is  evident  that  the  trouble  the  Association  is  in  was 
largely  caused  by  a  departure  from  the  primary  objectives 
of  the  Association,  An  analysis  of  the  deficient  accounts 
in  each  instance  reveal  advances  which  the  Association  had 
no  business  making.  The  future  life  of  the  Association  is 
largely  dependent  upon  a  return  to  a  strict  adherence  to 
basic  principles.” 

It  is  true  that  the  departure  from  basic  principles 
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was  an  underlying  cause  of  the  troubles  of  the  Association.  It 
is  true  that  the  Directors  failed  to  insist  upon  compliance  with 
Sections  14  and  25  of  the  Co-Operative  Associations  Act.  It  is 
true  that  the  Directors  permitted  the  Supervisor  to  assume  the 
duty  of  policy  making.  It  is  true  that  as  the  Directors  saw 
cattle  valued  at  over  eleven  million  dollars  either  going  out  to 
feeders,  coming  in  for  sale  after  fattening  or  going  through 
Central  Livestock  Ltd  for  non  members  in  the  year  1961,  they, 
the  Directors  probably  suffered  from  delusions  of  grandeur. 

But  no  matter  what  criticisms  may  be  made  of  the  Board  of 
Directors,  Mr.  McLean  of  the  Bank,  or  the  Auditor,  Mr.  Williams, 
the  words  of  Mr.  Prowse  apply  to  them  all. 

"They  were  honest  honourable  men," 

Mr.  Bradstock  in  accepting  a  gift  of  &300.00  from  Mr. 

Hatch  and  Mr ,  Brandley  should  have  remembered  the  warning  that 
some  people  are  to  be  feared  even  when  bearing  gifts. 

But  the  only  person  responsible  for  the  losses  of  the 

t- 

Association  is  the  Supervisor,  Stuart  W.  Hatch. 

He  withheld  information  from  the  Board. 

He  falsified  returns  to  the  Bank  month  after  month  for  a 
period  of  at  least  three  years. 

He  made  false  entries  in  the  books  of  the  Association  in 
order  to  conceal  secret  profits  made  on  feeding  transactions. 

He  made  false  entries  in  the  books  of  the  Association  in 
order  to  conceal  accounts  for  which  he  was  personally  responsible. 

He  took  money  belonging  to  the  Association  and  used  it  for 
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his  own  benefit  without  the  knowledge  or  the  consent  express  or 
implied  of  his  employers,  the  Board  of  Directors. 

He  made  secret  agreements  with  a  view  to  obtaining  part  of 
the  commissions  on  cattle  purchased  by  the  Association. 

In  his  dealings  with  the  Board,  the  Bank,  the  Auditor,  and 
with  about  15  feeder  members  he  had  forgotten  all  the  rules, 
which  had  been  laid  down  in  the  annual  reports  from  1953  to  195$ 
and  which  are  set  out  at  the  end  of  Chanter  III  of  this  report. 

The  facts  as  disclosed  on  this  Inquiry  may  establish  prima 
facie  evidence  of 

(a)  Theft  under  Section  269  of  the  Criminal  Code. 

($6,600.00  belonging  to  King,  cheque  to  Mrs  Leighton 
and  all  cheques  in  Hin  Hat  Som) 

(b) .  Theft  by  person  required  to  account  under  Section  276 

of  the  Criminal  Code  (Hyde) 

(c)  Falsification  of  books  and  documents  under  Section  340 
of  the  Criminal  Code  (Entries  in  Jones  account  and 
Central  Cattle  Co.  re  $6,600.00  of  King’s;  entries  in 
Karl  account  of  Hyde,  Leth  3rd  Ward  and  Pacific  Meat 
balances;  false  statements  to  the  Bank.  ) 

In  addition  there  is  prima  facie  evidence  that  Mr.  Hatch 
conspired  to  put  a  false  brand  on  cattle  and  that  he  received 
secret  commissions  It  is  doubtful  if  the  facts  of  these  trans¬ 
actions  provide  prima  facie  evidence  of  contraventions  of  section 
2 $4  or  section  36$  of  the  Criminal  Code. 
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DATED  at  the  City  of  Lethbridge  this  19  day  of  March?  A.D,  1965- 


L.  SHERMAN  TTTRCOTTE 
Commissioner  and  a  Judge  of  the 
District  Court . 


APPENDIX 


I 

NOTICE  O.F 
PUBLIC  INQUIRY 

T.ETUERIDOE  CENTRAL  FEEDERS  ASSOCIATION  LIMITED 


A  public  Inquiry  into  the  administration,  management  and 
financial  affairs  of  the  Lethbridge  Central  Feeders  Association 
Limited  and  the  general  operation  in  respect  of  the  participation 
of  the  members  therein  has  been  directed  by  the  Lieutenant 
Governor  in  Council. 

Initial  public  hearings  in  respect  of  this  Public  Inquiry 
will  be  held  before  Uis  Honour  Nudge  L,  S ,  Turcotte  at  the 
Court  House,  Lethbridge,  Alberta,  commencing  at  10:00  a.m, 
on  Monday  the  14th  day  of  December,  1964* 

All  persons  who  wish  to  give  evidence  with  respect  to  any 
of  the  aforementioned  matters  of  this  Public  Inquiry  are 
entitled  to  be  present  and  be  heard,  but  are  requested  to  give 
notice  of  their  intention  and  a  summary  of  their  evidence  to 
the  undersigned  Counsel  for  this  Public  Inquiry  on  or  before 
the  7th  day  of  December,  1964- 

All  persons  wishing  to  have  any  other  person  or  persons 
summonsed  to  give  evidence  at  this  Public  Inquiry  are  requested 
to  give  notice  of  the  intention  and  a  summary  of  the  evidence 
expected  to  be  given  by  the  person  or  persons  summonsed  to  the 
undersigned  Counsel  on  or  before  the  7th  day  of  December,  1964 . 

All  persons  intending  to  be  represented  by  Counsel  at  this 
Public  Inquiry  are  requested  to  inform  the  undersigned  of  the 
names  of  such  Counsel, 

The  undersigned  will  attend  at  the  Court  House,  Lethbridge, 
Alberta,  on  December  1,  2,  and  3?  1964  between  the  hours  of 
10:00  a.m,  and  12:00  noon  and  2:&0  pm  to  4-00  p,m.  for  the 
purpose  of  interviewing  any  witness  or  other  person  who  wishes 
to  interview  him  on  any  matter  related  to  this  Public  Inquiry. 
Other  dates  for  such  interviews  can  be  arranged  by  contacting 
the  undersigned  Counsel. 

Dated  at  Lethbridge  this  17th  day  of  November,  1964- 

Alex  P.  Weir, 

Room  110,  Legislative  Building, 
Edmonton,  Alberta. 

Phone  CA  9-3626, 


APPENDIX  II 


DATED  the 


day  of 
19 


(WITNESS) 


(SIGNATURE  OF  GUARANTOR) 


(ADDRESS) 


CERTIFICATE 

PROVINCE  OF  ALBERTA 
CANADA 

This  is  to  certify  that _ 

of _ in  the  Province  of  Alberta 

who  is  known  to  me  and  is  named  as  a  party  in  the  within 

instrument  in  writing  dated  the _ 

day  of  _ 

and  made  between _ 

and  _ 

this  day  appeared  in  person  before  me,  and  acknowledged 
that  he  had  executed  the  same  and  that  I  satisfied  myself 
by  examination  that  he  was  aware  of  and  understood  the 
contents  of  the  within  instrument. 

Given  at  _  in  the 

Province  of  Alberta,  this _ day  of _ 

A.D.  19 _ 

(Seal) 


(A  NOTARY  PUBLIC  IN  AND  FOR  THE  PROVINCE  OF  ALBERTA) 

AFFIDAVIT 

CANADA 

PROVINCE  OF  ALBERTA 
TO  WIT: 

I, 

of 

in  the  Province  of  Alberta, 

MAKE  OATH  AND  SAY: 

1.  THAT  I  was  personally  present  and  did  see 

named  in  the 

within  instrument,  who  is  personally  known  to  me  to  be  the 
person  named  therein,  duly  sign  and  execute  the  same  for 
the  purpose  named  therein. 

2.  THAT  the  same  was  executed  at  the 

of  ,  in  the 

Province  of  Alberta,  and  that  I  am  the  subscribing  witness 
thereto. 


of  the 
/ 


3.  THAT  I  know  the  said 

and  he  is  in  my  belief  of  the 

full  age  of  twenty-one  years. 


SWORN  before  me  at  the 
of 

Province  of  Alberta,  this 
day  of 


,  in  the 


,  A.D.,  19 


LETHBRIDGE  CENTRAL 
FEEDERS  ASSOCIATION  LTD. 

AND 


(NAME) 


(ADDRESS) 


LIVESTOCK 

FEEDING 

AGREEMENT 


_ 19 

(DATE) 


(A  COMMISSIONER  FOR  OATHS  IN  AND  FOR  THE 
PROVINCE  OF  ALBERTA) 


LIVESTOCK  FEEDING  AGREEMENT 


THIS  AGREEMENT  made  in  triplicate  the 

day  of  ,  A.D.,  1  9 

BETWEEN: 

LETHBRIDGE  CENTRAL  FEEDERS  ASSOCIATION  LIMITED 

a  body  corporate  with  Head  Office  at  the 
City  of  Lethbridge,  in  the  Province  of  Alberta 

hereinafter  called  the  "Association" 

and 


of 


in  the  Province  of  Alberta 

hereinafter  called  the  "Feeder" 


WHEREAS  the  Association  has  livestock  for  feeding 
purposes; 

AND  WHEREAS  the  Feeder  represents  that  he  has  pro¬ 
per  facilities  and  feed  to  feed  livestock; 

NOW  THIS  INDENTURE  WITNESSETH  that  in  consider¬ 
ation  of  the  Association  agreeing  to  provide  livestock  for 
the  Feeder  to  feed,  the  Feeder  HEREBY  COVENANTS  AND 
AGREES  to  accept  the  said  livestock  for  feeding  purposes 
under  the  following  terms  and  conditions: 

1.  "Livestock"  as  used  in  this  Agreement,  shall  in¬ 
clude  all  livestock  delivered  by  the  Association  to  the  Feeder 
and  all  increase  thereof. 


2.  Acknowledgement  of  the  receipt  of  livestock  signed 
by  the  Feeder  or  other  person  who  professes  to  be  the  em¬ 
ployee  or  agent  of  the  Feeder,  shall  be  conclusive  evidence 
of  the  delivery  of  such  livestock  by  the  Assocication  to  the 
Feeder,  pursuant  to  this  Agreement. 

3.  The  term  of  this  Agreement  shall  be  for  a  period 

of  Twelve  (12)  months  from  the  _ 

day  of _ ,  A.D.,  19 _ 

4.  The  total  value  of  the  livestock  to  be  provided  by 
the  Association  during  the  said  term  shall  not  exceed 


5.  The  location  of  the  Livestock  shall  be _ 

section  _ township  _ range  _ Mer. 

6.  WHEREAS  the  Association  will  be  borrowing  from 
the  Imperial  Bank  of  Canada  to  obtain  the  funds  for  the 
purchase  of  the  livestock  delivered  to  the  Feeder,  pursuant 
to  this  Agreement;  the  Feeder  hereby  guarantees  payment 
by  the  Association  to  the  said  Imperial  Bank  of  Canada  in 
accordance  with  the  terms  of  a  Guarantee  Bond,  signed  by 
the  Feeder  bearing  even  date  herewith  and  attached  hereto; 
PROVIDED  HOWEVER  that  such  guarantee  shall  be  limited  to 
ten  percent  (10%)  of  the  value  of  the  livestock  covered  by 
this  Agreement,  less  the  sum  of  $500.00.  The  Feeder  here¬ 
by  authorizes  the  Association  to  assign  the  within  contract 
and  the  cash  deposit  in  respect  to  Membership  fee  of 
$500.00  to  the  Imperial  Bank  of  Canada  as  collateral  secur¬ 
ity  to  secure  the  repayment  by  the  Association  to  the  said 
Bank. 


7.  The  Feeder  shall  in  addition  to  all  other  charges 

pay  interest  at _  percent  per  annum  on  the  value 

of  the  livestock  delivered  to  him  pursuant  to  this  Agreement, 
as  set  out  in  the  Association  books  from  time  to  time  during 
the  currency  of  this  Agreement. 

8.  Upon  the  sale  of  the  livestock  the  Association  shall 
pay  to  the  Feeder  the  net  proceeds  thereof,  less  any  amount 
owing  by  the  Feeder  to  the  Association,  as  set  out  in  the 
Association's  books.  PROVIDED  that  if  the  proceeds  of  such 
sale  are  not  sufficient  to  pay  any  amount  owing  by  the 
Feeder  to  the  Association  in  full,  then  and  in  that  event  the 
Feeder  agrees  to  pay  such  deficiency  to  the  Association  on 

demand,  together  with  interest  at _ per  cent  per  an¬ 

num  from  the  date  of  such  sale. 

9.  All  title  and  ownership  of  the  livestock  and  in¬ 
crease  shall  remain  in  the  Association,  and  the  said  live¬ 
stock  shall  be  branded  with  the  Association  brand. 

10.  The  Feeder  shall  be  responsible  for  any  loss  or 
injury  to  the  said  livestock,  whether  caused  by  his  negli¬ 
gence  or  otherwise,  and  shall  promptly  notify  the  Associa¬ 
tion  in  writing  of  any  loss  or  injury.  For  the  purpose  of 
clarity  and  without  limiting  the  generality  of  the  foregoing, 
the  Feeder  shall  furnish  veterinary  services  at  his  own  ex¬ 
pense. 

11.  The  Association  agrees  to  insure  all  livestock 
while  in  transit  to  or  from  the  feeder  at  the  Feeder's  expense. 

12.  The  Feeder  agrees  to  pay  all  charges  and  ex¬ 
penses  in  connection  with  the  said  livestock  including  but 
without  limiting  the  generality  of  the  foregoing,  branding, 
vaccination  for  black-leg,  dehorning,  rail  freight  and  truck¬ 
ing  costs,  feed  enroute,  commissions  by  buying  and  selling, 
transit  insurance,  yardage,  horn  penalties  and  all  other 
similar  charges  and  expenses. 

13.  The  Feeder  shall  feed  the  said  livestock  in  ac¬ 
cordance  with  the  best  practice  for  preparing  livestock  for 
market,  and  covenants  to  follow  instructions  given  by  the 
Association  or  its  employees  in  regard  to  the  caring  for  and 
feeding  of  the  said  livestock. 

14.  The  livestock  shall  be  marketed  by  the  Asso¬ 
ciation  as  it  sees  fit  and  the  Feeder  shall,  on  demand,  deliver 
the  livestock  at  his  expense  to  the  Association  at  the  Stock- 
yards  or  other  delivery  point  designated  by  the  Association. 

15.  Employees,  officers  or  agents  of  the  Association, 
may  at  any  time  enter  upon  the  premises  on  which  the  said 
livestock  are  situated  for  the  purpose  of  inspecting  the  said 
livestock. 

16.  The  Feeder  agrees  to  idemnify  and  save  the  Asso¬ 
ciation  harmless  from  all  claims  and  demands  whatsoever 
of  third  parties  arising  from  any  cause  whatsoever  during 
the  life  of  this  Agreement. 

17.  This  Agreement  shall  enure  to  the  benefit  of 
and  be  binding  upon  the  parties  hereto,  their  heirs,  execu¬ 
tors,  administrators,  successors  or  assigns  forever  as  the 
case  may  be. 

IN  WITNESS  WHEREOF  the  Feeder  has  hereunto  set  his 
hand  and  seal  and  the  Association  has  hereunto  affixed  its 
corporate  seal,  duly  attested  by  the  proper  officers  in  that 
behalf,  the  day  and  year  first  above  written. 


SIGNED,  SEALED  and  DELIVERED 
in  the  presence  of: 


(WITNESS) 


(SIGNATURE) 

LETHBRIDGE  CENTRAL  FEEDERS  ASSOCIATION 
LIMITED 


(PRESIDENT) 


(SECRETARY-TREASURER) 

ASSIGNMENT 

For  value  received  Lethbridge  Central  Feeders  Associa¬ 
tion  Limited  does  hereby  assign,  lodge  as  security  and  set 
over  to  the  Imperial  Bank  of  Canada  the  foregoing  Feeding 
Contract,  and  the  benefits  of  all  its  rights,  powers  and  privi¬ 
leges  therein  contained  and  all  monies  payable  thereunder, 
including  the  cash  deposit  for  membership  in  the  sum  of 
$500.00,  and  its  estate  and  interest  in  the  goods  and  chattels 
therein  described,  and  without  restricting  the  generality  of 
the  foregoing  Lethbridge  Central  Feeders  Association  Lim¬ 
ited  grants  full  power  and  authority  to  the  Imperial  Bank  of 
Canada  in  the  name  of  Lethbridge  Central  Feeders  Asso¬ 
ciation  Limited  or  otherwise  to  seize,  remove  and  sell  the 
property  covered  by  said  agreement,  and  to  exercise  and 
enjoy  all  rights,  powers,  privileges  and  remedies  conferred 
on  the  Association  by  the  said  Agreement,  or  by  statute  or 
otherwise  howsoever. 

DATED  this  _  day  of 

_ A.D.,  19 _ 

LETHBRIDGE  CENTRAL  FEEDERS  ASSOCIATION 
LIMITED 


(PRESIDENT) 


(SECRETARY-TREASURER) 

GUARANTEE 

TO  IMPERIAL  BANK  OF  CANADA 

1.  For  valuable  consideration,  the  undersigned  (here¬ 
in  called  the  Guarantors),  and  each  of  them  (if  more  than 
one),  guarantees  the  due  payment  and  discharge  of  all 
liabilities  to  Imperial  Bank  of  Canada  (herein  called  the 
Bank)  of 

(herein  called  the  Customer),  whether  incurred  before  or 
after  the  date  hereof,  and  whether  incurred  by  the  Customer 
alone  or  jointly  with  others,  and  whether  as  principal  or 
surety,  and  whether  such  liabilities  are  matured  or  not,  and 
whether  absolute  or  contingent,  including  liabilities  in  re¬ 
spect  of  advances  and  cheques,  bills  or  other  negotiable  or 
non-negotiable  instruments,  drawn,  accepted,  endorsed  or 
guaranteed  by  the  Customer,  and  in  respect  of  interest,  com¬ 
missions  and  banking  charges,  together  with  any  costs  and 
expenses  incurred  with  respect  to  any  such  liabilities  or  any 


securities  therefor,  or  costs  incurred  by  or  awarded  against 
the  Bank  in  connection  with  any  proceedings  taken  against 
the  Customer  or  any  Guarantor  or  Guarantors,  or  any 
moneys  paid  by  the  Bank  on  account  of  taxes,  wages,  in¬ 
surance,  or  the  remuneration  or  costs  of  any  liquidator, 
trustee,  agent  or  other  person,  or  on  any  other  account 
whatsoever. 

2.  This  shall  be  a  continuing  guarantee,  and  shall 
secure  the  general  balance  due,  or  that  may  be  due,  from 
time  to  time  and  at  any  time  from  the  Customer  to  the  Bank 
notwithstanding  any  payments  from  time  to  time  made  to 
the  Bank,  or  any  settlement  or  any  other  thing  whatsoever. 

3.  All  benefits  of  discussion  and  division  are  hereby 
waived,  and  the  Bank  shall  not  be  bound  to  exhaust  its 
recourse  against  the  Customer  or  other  parties  or  the  secur¬ 
ities  it  may  hold,  nor  to  value  such  securities,  before  re¬ 
quiring  payment  from  the  Guarantors,  or  any  of  them,  or 
their  personal  representatives. 

4.  Notwithstanding  the  discontinuance  of  this  Guar¬ 
antee  as  to  one  or  more  of  the  Guarantors,  it  shall  remain  a 
continuing  security  as  to  the  other  or  others,  and  this  Guar¬ 
antee  shall,  as  to  each  Guarantor  and  his  legal  personal 
representatives,  remain  in  force  and  cover  all  liabilities  of 
the  Customer,  inclusive  of  those  incurred  down  to  the  ex¬ 
piration  of  three  months  after  notice  of  discontinuance 
thereof  shall  have  been  given  by  registered  letter  addressed 
to  the  General  Manager  of  the  Bank. 

5.  This  Guarantee  shall  in  addition  to  and  without 
prejudice  to  any  other  securities,  negotiable  or  otherwise, 
which  the  Bank  may  now  or  hereafter  possess,  and  the  Bank 
shall  be  under  no  obligation  to  marshal  in  favor  of  the 
Guarantors  any  such  securities  or  any  of  the  funds  or  assets 
the  Bank  may  be  entitled  to  receive  or  have  a  claim  upon, 
and  the  Bank  may  in  its  absolute  discretion,  and  without 
diminishing  the  liability  of  the  Guarantors,  grant  time  or 
other  indulgences  to  the  Customer  or  any  other  person  or 
persons  liable  to  the  Bank  on  or  in  respect  of  any  bills,  notes, 
guarantees  or  undertakings,  and  give  up  or  modify,  vary, 
exchange,  renew  or  abstain  from  perfecting  or  taking  ad¬ 
vantage  of  any  securities,  and  may  discharge  any  party  or 
parties,  and  accept  or  make  any  compositions  or  arrange¬ 
ments,  and  realize  any  securities,  when  and  in  such  man¬ 
ner  as  the  Bank  may  think  expedient,  and  in  no  case  shall 
the  Bank  be  responsible  nor  shall  the  Guarantors  be  re¬ 
leased,  either  in  whole  or  in  part,  for  any  act  or  omission  in 
connection  with  the  realization  of  any  security  or  the  post¬ 
ponement  of  such  realization  for  any  sale  at  an  under¬ 
value,  but  only  for  moneys  actually  received. 

6.  All  dividends,  compositions  and  payments  received 
are  to  be  treated  as  payments  in  gross,  and  the  Guarantors 
are  not  to  have  any  right  to  participate,  except  to  the  ex¬ 
tent  of  the  surplus  remaining  after  satisfaction  of  the  ulti¬ 
mate  balance  due  to  the  Bank. 

7.  All  debts  and  liabilities,  present  and  future,  of  the 
Customer  to  the  Guarantors,  or  any  of  them,  are  hereby 
assigned  to  the  Bank  and  postponed  to  the  liabilities  of  the 
Customer  to  the  Bank,  and  all  moneys  received  by  any  of 
the  Guarantors,  or  their  representatives  or  assigns,  in  re¬ 
spect  thereof  shall  be  received  as  Trustees  for  the  Bank  and 
shall  be  paid  over  to  the  Bank. 

8.  Where  the  Customer  is  a  Corporation  or  partner¬ 
ship,  the  Bank  is  not  to  be  concerned  to  see  or  enquire  into 
the  powers  of  the  Customer  or  its  directors,  partners  or  other 
agents  acting  or  purporting  to  act  on  its  behalf,  and  moneys 
in  fact  borrowed  from  the  Bank  in  professed  exercise  of 


such  powers  shall  be  deemed  to  form  part  of  the  moneys 
guaranteed,  even  though  the  borrowing  or  obtaining  of 
such  moneys  is  in  excess  of  the  powers  of  the  Customer  or 
of  the  directors,  partners  or  other  agents  thereof,  and  not¬ 
withstanding  the  fact  that  the  Bank  has  specific  notice  of  the 
powers  of  the  Customer  or  the  directors,  partners  or  agents, 
any  moneys  used  for  the  payment  of  the  liabilities  of  the 
Customer  shall  be  deemed  to  form  part  of  the  moneys 
guaranteed,  and  the  onus  of  showing  that  any  money  was 
not  so  applied  shall  rest  on  the  Guarantors. 

9.  Where  the  Customer  is  a  partnership,  this  Guar¬ 
antee  is  to  extend  to  the  person,  persons  or  corporations  for 
the  time  being  and  from  time  to  time  carrying  on  the  busi¬ 
ness  now  carried  on  by  the  Customer,  notwithstanding  any 
change  or  changes  in  the  name  or  membership  of  the  part¬ 
nership,  or  the  incorporation  of  a  Company  for  the  purpose 
of  acquiring  the  business  of  the  said  partnership,  and  where 
the  Customer  is  a  corporation  the  guarantee  is  to  extend  to 
any  amalgamation  or  new  company  formed  to  take  over  the 
business  of  the  Customer  or  any  reorganization  thereof, 
whether  the  new  company  is  the  same  or  different  in  its 
objects,  character  or  constitution. 

10.  Where  the  Customer  becomes  bankrupt  or  makes 
an  assignment  for  the  benefit  of  creditors,  or  if  any  circum¬ 
stances  arise  necessitating  the  Bank  to  file  its  claim  against 
the  Customer  and  to  value  its  securities,  the  Bank  shall  be 
entitled  to  place  such  valuations  on  its  securities  as  it,  in  its 
sole  discretion,  shall  consider  fit  and  proper,  and  the  filing 
of  any  such  claim  and  the  valuing  of  securities  shall  not  in 
any  way  prejudice  or  restrict  the  claim  of  the  Bank  against 
the  Guarantors,  or  in  any  way  discharge  the  Guarantors 
from  the  liability  to  the  Bank  hereunder,  either  in  whole 
or  in  part. 

11.  Any  account  settled  or  stated  by  or  between  the 
Bank  and  the  Customer,  or  admitted  by  or  on  behalf  of  the 
Customer,  may  be  adduced  by  the  Bank,  and  shall  in  that 
case  be  accepted  by  the  Guarantors  and  each  of  them  and 
their  respective  representatives  as  conclusive  evidence  that 
the  balance  or  amount  thereby  appearing  is  due  by  the  Cus¬ 
tomer  to  the  Bank. 

12.  A  certificate  in  writing,  under  the  hand  of  any 
Manager  or  Acting  Manager  at  the  time  such  certificate  is 
given  of  the  branch  of  the  Bank  where  the  Customer's  ac¬ 
count  relating  to  the  same  is  kept,  stating  the  amount  at 
any  particular  time  due  and  payable  to  the  Bank  under  this 
Guarantee,  shall  be  prima  facie  evidence  as  against  the 
Guarantors  and  each  of  them  and  their  respective  repre¬ 
sentatives. 

13.  The  liability  of  each  Guarantor  to  pay  shall  first 
arise  when  notice  in  writing  is  given  to  him  requiring  him 
to  pay.  Such  notice  shall  be  sufficient  if  given  personally 
or  by  sending  the  same  through  the  post  to  the  address  ap¬ 
pearing  beneath  his  signature  hereto,  and  in  the  event  of 
there  being  no  address,  then  to  his  last  known  Post  Office 
Address.  Any  notice  so  sent  shall  be  deemed  to  be  given 
on  the  day  following  that  on  which  it  is  posted.  In  the 
event  of  the  death  of  any  Guarantor,  such  notice  may  be 
given  in  a  similar  manner  to  his  Executors  or  Administrators, 
or  any  of  them,  and  in  the  event  of  any  Guarantor  making 
an  assignment  for  the  benefit  of  his  Creditors  or  being  ad¬ 
judged  bankrupt,  such  notice,  if  not  previously  given,  shall 
be  deemed  to  have  been  given  to  such  Guarantor  on  the 
day  prior  to  the  date  of  bankruptcy. 

14.  Any  moneys  received  under  this  Guarantee  may 
be  deposited  to  a  separate  account  with  the  Bank  bearing 


interest  at  the  rate  payable  on  Bank  Savings  Accounts,  and 
may  be  appropriated  by  the  Bank  from  time  to  time  in 
satisfaction,  in  part  or  in  whole,  of  the  indebtedness  hereby 
secured,  when  and  as  the  Bank  may  see  fit,  and  the  receipt 
by  the  Bank  of  any  sum  from  any  Guarantor  shall  be  without 
prejudice  to  the  Bank's  rights  against  each  of  the  other 
Guarantors,  for  the  full  amount  of  the  liability  of  each  of 
them  hereunder. 

15.  Any  sum  which  shall  become  payable  hereunder 
shall  be  payable  at  the  office  of  the  Bank  where  the  Cus¬ 
tomer's  account  relating  to  the  same  is  kept. 

16.  This  Guarantee  shall  be  construed  in  accordance 
with  the  laws  of  the  Province  where  the  Customer's  account 
is  kept,  and  any  judgment  recovered  in  any  Court  of  such 
Province  against  any  Guarantor  or  his  personal  representa¬ 
tives  shall  be  binding  on  him  and  them. 

17.  Unless  the  amount  of  the  Guarantor's  liability  is 
limited  in  the  space  set  opposite  the  signature  of  the  Guar¬ 
antor  on  the  last  page  hereof,  then  each  Guarantor  shall  be 
severally  liable  for  the  total  amount  of  all  liabilities  of  the 
Customer  to  the  Bank  as  set  out  in  Paragraph  One  of  this 
Agreement,  whether  the  same  are  incurred  prior  to  or  sub¬ 
sequent  to  the  notice  demanding  payment,  together  with  in¬ 
terest  on  that  amount  at  six  per  cent,  per  annum  from  the 
time  notice  in  writing  is  given  prusuant  to  Paragraph  13  of 
this  Guarantee,  or  in  case  of  liabilities  incurred  subsequent 
to  such  notice  then  from  the  date  of  the  incurring  of  such 
liabilities:  Provided,  however,  that  if  any  Guarantor's  lia¬ 
bility  is  limited  as  aforesaid  then  such  Guarantor  shall  be 
severally  liable  for  the  amount  set  opposite  such  Guaran¬ 
tor's  signature  with  interest  at  six  per  cent  per  annum  as 
aforesaid. 

18.  The  delivery  of  this  Guarantee  to  the  Bank  shall 
be  conclusive  evidence  against  each  of  the  Guarantors  that 
the  same  v/as  not  delivered  in  escrow  or  pursuant  to  any 
agreement  that  the  same  should  not  be  effective  until  any 
conditions  precedent  or  subsequent  had  been  complied  with 
or  the  signatures  of  other  persons  obtained  thereto,  unless, 
at  the  time  of  delivery  of  the  Guarantee,  the  person  signing 
the  same  obtains  from  the  representative  of  the  Bank  re¬ 
ceiving  the  said  Guarantee  a  letter  setting  out  the  terms 
and  conditions  under  which  the  said  Guarantee  was  de¬ 
livered  and  the  conditions,  if  any,  to  be  observed  before  it 
becomes  effective. 

19.  The  Guarantors  and  each  of  them  admit  that  the 
signature  to  this  Guarantee  was  not  obtained  by  any  verbal 
representative,  promise  or  statement  made  by  or  on  behalf 
of  any  representative  or  employee  of  the  Bank.  No  rep¬ 
resentative  or  employee  of  the  Bank  has  any  authority  to 
make  any  verbal  representation  or  promise  and  without 
restricting  the  generality  of  the  foregoing  to  verbally  rep¬ 
resent  the  financial  responsibility  of  the  Customer  or  any 
other  Guarantor,  or  as  to  the  state  of  the  account  or  the 
business  prospects  of  the  Customer.  The  Guarantors  are 
hereby  estopped  from  setting  up  any  such  representations 
or  promises  unless  made  in  writing  by  the  representative 
of  the  Bank  receiving  the  Guarantee  prior  to  the  execution 
thereof. 

20.  Each  Guarantor  represents  that  he  has  read  over 
the  Guarantee  before  signing  the  same  and  is  fully  aware 
of  the  terms  and  conditions  thereof. 

21.  In  the  foregoing  the  plural  shall  include  the 
singular  and  vice  versa. 
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LETHBRIDGE  CENTRAL  FEEDERS  ASSOCIATION  LIMITED 

Lethbridge ,  Alberta. 

April  19,  1962. 


Mr,  J.  W,  Bradstock,  Manager 

The  Canadian  Imperial  Bank  of  Commerce 

323  -  7  St.  So . 

Lethbridge,  Alberta 

Dear  Mr..  Bradstock: 

We  are  in  receipt  of  your  request  asking  for  a  report  on 
the  Noel  Brandley  account  and  assurance  that  this  condition  is 
not  present  anywhere  else  in  the  Association. 

In  our  business  as  we  assume  in  any  other  kind  of  business, 
there  is  very  little  protection  against  deceit.  In  our  25  years 
experience,  we  have  been  deceived  in  this  same  manner  three  times. 
This  being  the  third .  In  each  case  the  actual  shortage  of  live¬ 
stock  on  the  premises  was  discovered  in  a  matter  of  two  or 
three  months  as  was  the  case  here,  but  the  deception  had  carried 
on  much  longer 

There  was  one  apparent  weakness  in  the  Brandley  account  of 
which  we  have  been  aware  This  was  the  matter  of  three  different 
financing  groups  backing  one  herd  of  cattle. 

Ordinarily  we  will  not  participate  in  an  enterprise  of  this 
sort  unless  the  cattle  in  with  ours  are  owned  outright  by  the 
feeder..  In  this  case,  however,  our  own  bank  was  backing  this 
man  and  the  third  party  was  one  of  the  best  operated  livestock 
firms  in  Canada,  we  therefore  felt  justified.  We  are  feeding  in 
this  manner  in  only  one  other  feedlot  in  the  Association  and 
this  party  has  been  inspected  every  thirty  days  by  our  fieldmen. 

Our  account  stood  at  $22,134-79  for  225  cattle.  We  have  a 
letter  on  file  stating  that  150  of  these  cattle  were  branded  SgT 
the  balance  had  the  Association  brands  of  and  J5  .  We  now 
have  evidence  of  Mr.  Brandley  selling  some  of  the  0~“  branded 
cattle  and  all  of  the^  cattle.  This  was  done  by  having  the 
brand  inspector  go  directly  to  Mr.  Brandley fs  farm  and  read 
brands  there  The  cattle  would  then  be  shipped  to  markets 
other  than  Lethbridge  and  proceeds  go  to  Weiller  and  Williams, 

'Mr  Brandley  was  drawing  advances  from  WeiHer  and  Williams  so  the 
proceeds  would  be  held  unless  directed  otherwise. 
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The  Association1 s  dealings  with  Mr.  Brandley  have  been  some¬ 
what  different  than  on  dealings  with  the  bulk  of  our  other  customer 
This  was  due  to  the  large  number  of  cattle  involved  and  his 
apparent  ability  to  buy 

-  2  - 

and  sell  cattle.  Not  all  of  the  cattle  on  the  account  were 
delivered  to  Mr.  Brandley  by  the  Association,  although  those  with 
our  brand  were  handled  in  that  manner.  Advances  were  made  to  Mr. 
Brandley  on  his  own  cattle  and  this  was  the  reason  for  taking  the 
afore  mentioned  letter  on  the  brands.  This  was  done  with  the 
knowledge  of  the  bank  and  the  cattle  were  identified  as  being 
present 

On  the  occasion  of  our  November  visit,  we  made  an  overall 
count,  satisfied  ourselves  on  a  spot  check  of  the  brands,  and  let 
it  go  at  that  To  read  all  brands  in  November  when  the  winter 
coat  is  long  is  impossible  without  clipping  the  cattle.  At  any 
rate,  it  has  since  become  apparent  that  the  branding  he  did  was 
not  related  to  who  owned  the  cattle.  We  held  a  contract  with 
him  in  which  he  agreed  to  brand,  but  apparently  was  only  branding 
enough  cattle  to  carry  out  his  deception. 

The  principle  involved  of  giving  members  advances  on  their 
own  cattle  must  be  defended.  This  has  been  a  procedure  we  have 
carried  out  in  a  small  way  for  many  years.  A  member  may  want  to 
sell  his  own  calves  to  the  Association  and  feed  them  out  with 
Association  cattle.  We  have  approved  this  practice  in  the  past 
and  believe  it  to  be  sound. 

We  gathered  103  cattle  which  we  intend  to  place  on  pasture 
which  we  have  available  and  grow  this  account  out.  This  may 
require  two  summer  seasons  to  complete , 

We  wish  to  assure  the  bank  that  our  monthly  visits  to  our 
feedlots  as  well  as  the  fact  that  our  fieldmen  are  in  our  feedlots 
several  times  during  the  year,  leads  us  to  be  reasonably  sure 
that  such  a  condition  does  not  exist  in  any  other  account. 

Yours  truly, 

LETHBRIDGE  CENTRAL  FEEDERS  ASSOC. LTD. 

T!S,  W.  Hatch”  (signed) 

S.  W.  Hatch  -  Supervisor 

!TH.  G.  Houlton”  (signed) 

H.  G.  Houlton  -  President. 
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LETHBRIDGE  CENTRAL  FEEDERS*  ASSOCIATION  LIMITED 

SCHEDULE  OF  DISCREPANCIES  IN  THE 
SUPERVI SORS  REPORT  TO  THE  BANK  AS  AT  DECEMBER  31,  1963 


Balance  of  contract  accounts  as  per  list  given  to  bank  .  $2 9 119 . 4$ 
Balance  of  ledger  feeders  contracts  before  adjustments  2 , 56&,  119 . 4-8 


Contract 

Amount 

Br  and  ley  ?  No  el^®o«°o®«3®s®j<joo«°^  20^000.00  $ 
Bullockj  AeFs®®«oo<*«£>o®S0®s®eoo»  20j000.00 

Bullo  c  kj,  Ray  .®»®©oos©<?o®©©ee8a®©  11^  000 . 00 

Burke,  J-f©®®©©®®®©©©®©®®®®©©®®®©  —  30; 000,00 

Burr ^  Cld.ii1  — 

Co-op  Feedlot  (Bullock )® ©©©**©* © 

B  y  c  k  ^  F  >  ¥  ©©©o®®®®®®©©©®®©©©©©©®  40,000,00 

F  u.kami ,  Tho  s®®*®®©©®®  9  &  000&&QQ00  —  •»  — 

fls.  1*^  IIS  J  I V  S.  H  ©cS©©®©®©®©®©©©©©®®®©  —  •  — 

Karris  Sc  Sim  P  h  9  ©o®®©®®©®©©©®©®®©  **  •  — 

J  ^  Z  ,  J  »  E  $  •  ©  ®  ©  ©  3  ©  ®  o  o  ©  ©  ©  ©  0  O-  0  ©  ®  0  O  1 2 , 0 0 0  O  0  0 

Jones,  H »  40,000,00 

K a  r  1  ^  Adol F ©®©®©®©©©®®©©©9o©®®©®  13,000*00 

Karl,  R 

6cd6d&3&6»Q&&09»90®  &  9  9  &  &  &  25,000.00 

King ,  Owen  ®  ®  $ » ®  ®  25  ~  ^  -  .■  0  0 

Levitt,  Melvin5»89.s,9,98985»#8,  15,000,00 

Mehew,  L . 40,000.00 

Mehew  ?  L.  &  ¥ . . . 

Mel dr urn,  R.  . .  1$?GQ0.00 

Merrill,  J.B... . 30,000.00 

Motycka,  J . . .  10,000.00 

Nelson,  Ray..., .  40,000.00 

Peterson,  E.  M . . .  40,000.00 

Peterson  &  Halverson  .  -.- 

I akahaski ,  S .  o»9©9ooe®®»oo«®s«o  2 0 ^ 000 « 00 

rakahaski ,  X  ®K  ®  »®So®«®®oe®®»®®®  20, 000 o 00 

X  heisee n ,  u o bn  b®®®©©®®®©®®®®®®®  4  - ^  $ -  X .  .f ©  0 0 

I o t b ,  Joe»«».ooa.,..®..o®®®.«8.®  ^ 0 ,  . * 0 0 c, 0 0 

Vikj,  John®  9®®©®©®©©®©©®®©©®®®©©®  10,000.00 

Wilde,  E®E©©,®  •  ©•®®®©©©©®©©®®®©©  20, 000®00 

Included  to  make  accounts  balance 
oa fctle  lm entory ©®©©©©®®®®©«©©© 


As  per 
Bank  List 


20.75S. 34 
13, 808.20 
33,602 .20 


14, 976! 77 

11,911-38 


10,016.28 

35,319.01 

20,031.58 

23,796.02 

19,428.77 

20,077.32 

38.181.24 

9, 060 ! 62 
25,665.83 
11,003.42 
33,926.08 

28.985.25 
15,213  00 
20, 400 ,31 
20,188.21 
29,546,64 
57,442,67 

4,345 *32 

18,041.32 


46.920,64 


587,651.42 

18,661.58 


As  per 
Records 
46, 920 . 64 
758.34 
3,808.20 
43 j 602- 20 
18,31836 
(3,016.15) 
13 , 994 • 79 
1,911.38 
(14,370.01) 
(15,004.49) 
16.28 
55,319  01 
31.58 
8,796.02 
9,428.77 
77.32 

68.181.24 
73,797.39 
(1,020.92) 
45,665.83 

1,003.42 

83,926.08 

48.985.25 
5,218.00 

400.31 

10,188.21 

9,546.64 

47,442.67 

14,345.32 

28, 041 .32 


606,313.00 


Difference 


$  606.313.00 


' 
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The  difference  represented  an  account  of  Clair  Burr  of 
$l8j3i£«36  and  $343*22  in  account  of  Hs  Bishop .  This  latter  amount 
was  later  transferred  to  account  of  Lo  Mehew0 


